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ASPECTS OF DEVELOPMENT AND TRADE IN THE COMMONWEALTH CARIBBEAN 
by Alister McIntyre 


INTRODUCTION* 


1. The territories in the Commonwealth Caribbean 
are often regarded as being at an intermediate stage of 
economic development, largely because per capita in- 
comes in the region range generally between 150 dollars 
and 500 dollars. Although this may be taken to mean 
that the peoples of the Commonwealth Caribbean are 
better off than some of their counterparts in other devel- 
oping regions, their quest for higher living standards 
is no less intense than it is elsewhere. In the words of 
the Government of Jamaica: “The. .. situation is a classic 
demonstration of the race between development and 
discontent.”! The economic development of the Carib- 
bean region can be viewed therefore in the context of 
rapidly rising expectations, which have been moulded 
by centuries of contact with countries in Europe and 


North America. 


2. The urgency of development in the Caribbean is 
underlined by the severe population pressure which is 
being experienced by nearly all of the territories in the 
area. Some parts of the Caribbean are among the most 
densely populated areas in the world. In most of the 
island economies, crude densities of population range 
between 150 and 200 persons per square kilometre. This 
can be compared with the average of 64 persons per 
km? for Asia—a region which is usually regarded as 
being heavily populated. The extreme case in the Carib- 
bean is Barbados, where the crude density exceeds 500 
persons per km?. In contrast, the mainland territories 
of British Guiana and British Honduras (Belize) are 
relatively underpopulated, as crude densities there ex- 
ceed hardly 4 persons per km?, But in their case, allow- 
ance must be made for the large tracts of land which 
are not suitable for economic use. 


3. High densities of population have been aggravated 
by rapid rates of population growth. Since the 1920’s, 


* Document E/CN.12/712, submitted at ECLA’s eleventh ses- 
sion as a background paper to the discussions on the secretariat’s 
work in the Caribbean. The author wrote the paper as a Con- 
sultant to the Commission but the views expressed therein are his 
own and do not necessarily reflect those of the secretariat. For 
the sake of brevity—unless otherwise indicated—the term 
“Commonwealth Caribbean” is used in the text to refer to the 
territories of Barbados, British Guiana, British Honduras (Belize), 
Jamaica and Trinidad and Tobago. Conversions to United States 
dollar units were made at the following rates: Jamaica £0.3571 
Jamaican; Barbados, British Guiana, and Trinidad and Tobago, 
$1.714 W.I.; British Honduras (Belize), $1.429 B.H. 

1 Government of Jamaica, Five-Year Independence Plan 1963- 
1968, p. 11. 


rates of natural increase have shown an upward trend, 
largely because of a substantial decline in mortality. 
They stand currently at 2 per cent to 3 per cent per 
annum, and on available evidence are likely to remain 
at this level, at least for the next few decades. 


4, The rapid growth of population poses considerable 
challenges to output and employment policies in these 
territories. They imply that these economies must achieve 
growth rates in output of at least 5 per cent per annum, 
if significant advances in per capita incomes are to be 
attained. From the standpoint of employment, they mean 
that the Commonwealth Caribbean has to cope currently 
with nearly 40,000 new entrants on the labour market 
each year. 


5. The tasks which confront output and employment 
policy must be considered against the restraints which 
are imposed on economic growth by the small size of 
these territories. All of the economies in this group can 
be regarded as very small units, whether judged in terms 
of land area, population, or national product. Most of 
the territories have a total land area of less than 5,000 
km?, a total population of less than one half million 
persons, and a gross domestic product of less than 500 
million dollars. 

6. Because of their tiny size, the resources of these 
economies tend to be highly skewed. The typical Carib- 
bean economy has a land area which is only suited to 
tropical agriculture, possesses only one or two minerals 
of any economic significance and often none at all, and 
is generally short of fuels and hydro-electric power. 

7. From the supply side alone, sustained economic 
advance in the Commonwealth Caribbean depends on 
the ability of the territories in the area to draw upon 
overseas supplies of the wide variety of inputs that are 
required in the course of transformation and growth. 
But no less strategic is the role of foreign trade in 
overcoming the constraints on demand which result from 
the small size of domestic markets. External trade thus 
serves as the main vehicle for economic progress in 
the area. 


8. During the 1950’s, the territories of the Com- 
monwealth Caribbean met most of the tests imposed 
by their population growth, resource endowment, and 
size. Jamaica and Trinidad and Tobago were among the 
fastest growing economies in the world, as their per 
capita real products expanded at an average annual rate 
of over 6 per cent between 1953 and 1961. Although 
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lid the average rate of growth 
the annual rate of increase in 


tate 
9. The rates Piesdvance in per capita income 
originate 1 main ; from two sources. First, the growth 
in the population, especially in the number of orig 
age, was checked by substantial emigration to the Unite 
Kingdom. The impact of migration on the population 
of these territories is reflected in census data for 1960, 
which show that in nearly every case, net migration 
was equivalent to over 30 per cent of the natural increase 
in population which occurred between 1946 and 1960.? 
Secondly, they faced very favourable market conditions 
for their exports. Bauxite and petroleum were traded 
in buoyant markets, while the United Kingdom provided 
guaranteed outlets for sugar, citrus, and bananas. In 
addition, there was a marked expansion in external 
receipts from tourism. 

10. Despite this unprecedented set of favourable cir- 
cumstances, unemployment continued to be a chronic 
problem in all of these economies. For example, the 
1960 census revealed that in Jamaica 12 per cent of 
the labour force was unemployed, in Trinidad and 
Tobago 10 per cent, in Barbados 11 per cent, in British 
Guiana 17 per cent, and in British Honduras (Belize) 
14 per cent. 

1l. The territories of the Commonwealth Caribbean 
thus entered the 1960’s with an immense challenge in 
the field of employment. At the same time, most of the 
external stimuli which were present in the 1950’s are 
no longer operating with the same force. In respect of 
migration, the outflow of workers has been restrained 
by the passage in the United Kingdom of the Common- 
wealth Immigration Act. The Act was promulgated in 
1962, and introduced quotas on the number of migrants, 
as well as other supplementary restrictions on entry. 
The limiting effect which this legislation is likely to have 
on future migration, is evidenced in the Five-Year Inde- 
pendence Plan of the Government of Jamaica, where 
it is assumed that up to 1975, net migration to all coun- 
tries will amount to 10,000 persons per annum.’ This 
may be compared with the annual average of 18,000 
persons who migrated to the United Kingdom between 
1954 and 1963. 

12. As far as exports are concerned, both bauxite 
and petroleum are expected to register slower rates of 
advance than they achieved over the past decade. The 
reduction in international tensions, coupled with increases 
in production taking place elsewhere in the world, have 
served to dampen the expansion in world demand for 


9, The 


2G. W. Roberts, “Prospects for population growth in the West 
Indies”, Social and Economic Studies, vol. Il, no. 4, December 
1962, p. 350. 

A ie of Jamaica, Five-Year Independence Plan, op. cit., 
Dp. 


in other territories was less spec- Caribbean bauxite. Simil: 


~ tional market have weakened 
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petroleum within the country itself. = AS 

13. In respect of export agriculture, some uncer- 
tainty exists as to whether current marketing arrange- 
ments will continue for extended periods in their present" 
form. And it may well be that the territories of the 
Commonwealth Caribbean will have to market their ex- 
port crops in the future on a more competitive basis 
than they have done in the past. Finally, a slower rate 
of expansion is anticipated for tourism. 

14. The changing circumstances facing the Common- 
wealth Caribbean suggest the need for new leading sectors 
to emerge, if rapid growth is to be maintained in the 
future. This imposes special responsibilities on policy 
makers, especially in the field of foreign trade. Carib- 
bean policy makers will have to devise measures for 
a smooth adaptation of their economies to the changing 
external conditions, and for the transformation of their 
structure. 

15. These considerations dictated the scope of this 
study. The report attempts a broad, interpretative analysis 
of recent patterns of growth and trade in some of the 
main territories of the Commonwealth Caribbean, en- 
deavours to assess their implications for future economic 
growth, and tries to explore some policy measures that 
may warrant the consideration of Governments. 


16. The study does not purport to be an exhaustive 
analysis of the prospects for development and trade in 
the area. For one thing, limitations of time and data 
prevented the inclusion of a larger number of the ter- 
ritories in the region. For another, the analysis is based 
largely on information in respect of Jamaica and Trini- 
dad and Tobago, because of the unavailability of suff- 
cient material on the other territories included. However, 
it is felt that the conclusions that have been arrived at 
possess general significance, owing to similarities in the 
basic circumstances which face all of these economies. 


17. In general, all that the report seeks to do is to 
provide a starting-point for more comprehensive analyses 
of the developmental and trading problems of all of 
the territories in the region, which may be undertaken 
at a later date. 


18. The report is divided into two parts. Part I 
considers some of the lessons of economic growth over 
the past decade, and discusses the main features of 
current development programmes in the light of this 
experience. Part II deals specifically with questions of 
trade policy. It examines briefly some of the current 
issues in trade policy, suggests an approach to the ques- 
tion of regional economic integration, and indicates in 
broad terms some of the possibilities for intensifying 


economic relations between Latin America and the 
Caribbean. 


i 


I. DEVELOPMENT IN THE COMMONWEALTH CARIBBEAN 


1. OBSERVATIONS ABOUT RECENT PATTERNS OF GROWTH 
AND TRADE 


19. Over the decade 1953-1962, substantial economic 
progress was achieved by nearly all of the major terri- 
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tories in the Commonwealth Caribbean. British Guiana 
was probably the only territory where the average annual 
rate of growth of the gross domestic product (in current 
prices) failed to exceed 6 per cent (see table 1). In 
Jamaica and Trinidad and Tobago, which were the 


fastest growing territories in the area, the gross domestic — 


product (at constant 1960 prices) expanded between 
1953 and 1961 at average a Ae, 7.8 per cent 
and 9.6 nee oe respectively. On a per capita basis, 
real product in both countries grew at rates of over 
6 per cent per annum (see appendix, table I). 


20. After 1957 there was a pronounced tendency for 


the domestic product to grow more slowly. On the — 


basis of current prices, the average annual rate of 
growth in Jamaica between 1958 and 1962 was just 
over one-third of the figure achieved between 1954 and 
1957, while in Trinidad and Tobago, the average rate 


Table 1 


COMMONWEALTH CARIBBEAN: GROSS DOMESTIC PRODUCT AT FACTOR COST, 1953-1962 


(Dollars at current prices) 


Jamaica Trinidad and Tobago Barbados British Guiana British Honduras (Belize) 
( were P Catton ( ane 4 a See 
Years dollars) Sasi dollars) See dota). pa cee ae iene oe 
MOS va sitar cate Sier 298.8 206.5 22350 329.9 41.0 ~185.5 103.9 226.4 Fon sieve 
DA eon ioier skin a nnsis a's 335.2 228.0 238.2 341.3 41.2 183.1 113.1 240.1 14.8 192.2 
DS weit raiscee occas Ate 382.0 256.9 276.1 382.9 47.5 207.4 113.1 pratt 15.8 197.5 
NOSG ewe cose cae ws 443.9 295.8 322.2 433.6 48.7 213.6 122.3 244.6 17.8 217.1 
NOS Tai epics censniecsic aia» 537.4 353.9 382.0 499.3 59.7 259.6 132.2 256.7 arse ar 
MO SOE sec ara ain ace ae 556.4 359.2 416.7 528.1 56.7 241.3 125.2 235.3 20.9 240.2 
jC RR arene 594.0 374.5 462.7 566.3 59.7 250.8 128.2 233.1 21.4 237.8 
UU Se ee ae 646.3 400.0 499.8 592.2 62.1 267.7 141.7 249.9 
NOG i ae cae eeteie s 684.1 417.4 550.4 631.9 68.1 293.5 
OGD es tea Sat oe 707.1 425.2 586.8 651.3 715 308.2 
Average annual rates of growth 
$954-19628 oc cwccceus 10.2 7.3 11.4 7.9 6.7 6.1 4.7 1.6 Tf 4.9 
J i16% SCY go 15.9 hes 14.4 11.0 10.3 9.1 6.3 3.3 
DISOAIGCLS cin wcacnininie ss 5.6 3.8 9.0 bes) 3.8 4.6 


Sources: Official economic reports and published estimates of national accounts; United Nations Yearbook of National Accounts 


Statistics, 1963. 


#2 For British Honduras 1955-1959; for British Guiana 1954-1960. 


of growth had slipped by some 5 percentage points. 
This trend was substantiated by the movements in real 
product, where the average rate of growth in Jamaica 
fell from 11.5 per cent in 1954-1957 to 4.1 per cent in 
1958-1961, and in Trinidad and Tobago from 11.1 per 
cent to 8.1 per cent. 


21. Preliminary data suggest that the real growth 
rate in both countries declined further in 1962 and 
1963. In Jamaica the gross domestic product at current 
prices increased by only 3.4 per cent in 1962. There 
was some improvement in the economy in 1963, as a 
result of the rise in the price of sugar. But judging 
from the available data on manufacturing and agri- 
cultural production, the rate of growth of the economy 
as a whole did not recover appreciably, taking into 
account the drop in production of bauxite, its principal 
export product, and the slowdown in tourism and 
construction activity.* In Trinidad and Tobago, the gross 
domestic product in current prices increased in 1963 
by 4 per cent, which was the lowest rate of growth 
which the economy had experienced since 1954.° 


22. Although complete information is not available 
on Barbados, British Guiana and British Honduras 
(Belize), it appears that they experienced trends very 


4See Government of Jamaica, Economic Survey Jamaica, 1963, 


5 Government of Trinidad and Tobago, House of Representa- 
tives, Budget Speech, 1964, p. 8. 


similar to Jamaica and Trinidad and Tobago. On the 
whole, up to 1957, growth rates in the former territories 
were higher than those recorded in subsequent years. 
However, the general pace of advance was much less 
spectacular than in Jamaica and Trinidad and Tobago. 
This applies particularly to Barbados and British Guiana, 
where the economies wavered between alternating periods 
of growth and stagnation. 


23. The rapid rates of advance which were achieved 
up to the middle of the 1950’s, were associated with a 
set of special factors, which are unlikely to recur in 
the future with the same force. Prominent among these 
were booming international markets for bauxite and 
petroleum, and the existence of assured outlets for sugar, 
citrus, and bananas. The leading role which these 
industries played in the growth of the respective econo- 
mies is reflected in table 2, which shows that the share 
of primary production in total output was hardly less 
predominant at the end of the period than it was at the 
beginning. 


(a) Bauxite and alumina 


24. In the case of bauxite and alumina, data for that 
industry show that it played a major role in the 
expansion of the economies of Jamaica, and British 
Guiana. Its contribution to economic growth in Jamaica 
was particularly dramatic; as in 1952 bauxite was only 
being produced in insignificant quantities, while by 


129 


5868 = 48.7 


. 


a3 a, Rae = = Ta pve 
; Percentage contribu 
Se hi ges 


3 ~ ae See som oes 1 nl 2B = —— ee 
Man facturing ae 14 13° 13, 13 16 a, 10 15, 14 4 sess = on > 
Construction ........ 10 11 > ince eS ‘ Lee egies MOmpoee hs _ ae 
Government ......... 6: 8 HID hoe 10 “10 ll 10 (12 ' pie 16 ngs 
CS a ee 46 25 32 37 40 28 eles eC meri 
ae <a ace ee aa ae eS ar. -< og 
Toran 100 100 100 100 100 100 100 100 100 


counts Statistics, 1963. 


1962 output had grown to over 7.6 million tons. 
According to one estimate, the direct and indirect 
effects of the industry’s expansion accounted for at 
least 20 per cent of the growth in total real domestic 
product, which took place between 1950 and 1960.® 


25. The contribution of the bauxite industry to 
growth in British Guiana did not really come from 


6 C. O’Loughlin, “Long-term growth of the economy of Jamaica”, 
Social and Economic Studies, vol. 12, no. 3, September 1963. 


clinton, ade ie eee ais Pa 1 eet (i (a) ee ercier 


or: Official seers reports and published estimates of national accounts; United Nations Yearbook of National Ac- 


increases in physical output. Between 1954 and 1962, 
annual production stagnated around 3 million tons per 
annum (table 3). One of the reasons for the slug- 
gishness of output was the inadequacy of transport 
facilities for getting the ore to centres of disposal. The 
contribution of the industry arose largely from increases 
in local payments, because of the negotiation of more 
favourable tax and wage agreements, and from invest- 
ment in processing plants. The construction of an 
alumina plant was completed in 1961. 


Table 3 


CoMMONWEALTH CARIBBEAN: PRODUCTION OF BAUXITE, 1954, 1957, 1959-1962 


‘ 


(Thousands of metric tons) 


1954 


ee nai 


1957 1959 1960 1961 1962 
Mritish | Cuiana sons. selcleuiteratem erie 3,373 2,989 2,325 3,422 3,253 2,092 | 
Jamaiddl, oi ice. bas be Ota 2,098 4,709 5,264 9,872 6,649 7,640 
ss ss oe pane Ss ee 
Totan 5,471 7,698 7,989 9,294. 9,902 10,232 | 
| 


——_—— eee 
Source: United Nations, Statistical Yearbook, 1963. 


26. Most of these developments reflected the boom 
conditions which existed in the world market for 
aluminium. Up to the middle of the 1950’s, world 
demand for aluminium tended to outstrip world supply, 
and this led to a considerable increase in capacity 
at every stage of the production process. The growth 
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of world demand was accentuated by the international 
tensions in the post-war years, which encouraged the 
stockpiling of strategic materials, As these tensions eased 
in the late 1950’s, the aluminium industry found itself 
with spare capacity on hand, as demand grew more 
slowly than had been anticipated. 


ER 


ie Ys Ne tS lb 


_ 27. The effects of the easing of international tensions 


on the bauxite industry in the Caribbean was particularly 
evident in respect of the United States companies oper- 
ating in the area since some uncertainty arose as to 
whether the Government of the United States would 
continue its purchases for bauxite from them. 


__ 28. The international situation might have been partly 


tesponsible for the slowing-down of the rate of expansion 


of the bauxite industry in Jamaica. After 1957, the 
incremental contribution of the industry to the growth 
of the Jamaican economy tended to diminish. Appendix 
table IIT shows that local expenditure by the industry 
stagnated between 1958 and 1961, but there was a 
higher level of local outlays in 1961 and 1962. Over 
the same period, employment in the industry showed 
a declining trend, and by 1963, the industry was 
meee over a thousand less persons than it did 
in . 


29. The diminishing influence of the industry can 
also be ascertained from data on production and 
investment. In the case of output, whereas the average 
annual rate of increase in production between 1955 
and 1957 was of the order of 30 per cent, between 
1958 and 1962 the figure dropped to under 11 per 
cent. Variations in capital formation were even more 
striking. Investment in the mining sector fell sharply 
from an annual average of over 31 million dollars 
in 1956 to 1957, to an average of just over 4.5 


million per annum between 1959 and 1962 (see appendix, 


table IV). 


30. To some extent, the fluctuations which took place 
in the expansion of local expenditure, production and 
investment, can be associated with the newness of the 
industry. It must be allowed that the growth rates of 
these variables would tend to be extremely high in the 
early years of establishment, and that they would slow 
down, once the foundations of the industry were laid. 
This means that, apart from changes in the world 
market, Jamaica cannot rely on the newness of bauxite 
for generating rapid growth in future years. 


31. The long-term future of the bauxite industry in 
the Caribbean is intimately bound to developments in 
world demand and supply of aluminium, and to the 
efforts which are made locally for achieving a more 
intensive utilization of existing resources. In respect 
of the former, although it is expected that aluminium 
will continue to have a higher income-elasticity of 
demand than other traditional metals, substantial 
increases in world production are anticipated, especially 
in Africa. 


32. Guinea is being geared to become a substantial 
producer of bauxite and alumina. Since 1960, a con- 
sortium has been formed to produce alumina at a rate 
of 480,000 tons annually, and bauxite at a level of 
1.2 million tons a year. In addition, a concession has 
been granted to a Canadian concern to engage in 
bauxite and alumina production aimed at levels of 
1.5 million tons of bauxite, and 220,000 tons of alumina. 
In Ghana, the Volta River project is expected to add 
a sizable increment to the world supply of aluminium. 


33. On the-demand side, the apparent aim of the 
European Economic Community (EEC) to achieve a 
high degree of self-sufficiency in aluminium may slow 


down the rate of growth of exports of third countries. 


Specifically, Jamaican -exports may be significantly 
affected if in the future, the United Kingdom and the. 
Scandinavian countries enter the EEC. Norway and the 
United Kingdom are both important buyers of Jamaican 
bauxite. Norway buys its requirements directly in the 
form of alumina, while the United Kingdom does so 
indirectly in the form of Canadian aluminium, which 
is partly processed from Jamaican bauxite.” 


34, As far as local efforts towards greater utilization 
of resources are concerned, one important development 
has been the entry of a fourth company—Alcoa Minerals 
of Jamaica Ltd.—into bauxite mining in Jamaica. This 
will no doubt boost investment and exports, at least 
over the next few years. But the central problem of 
utilization is to extend the stage of processing, which 
will augment local incomes, and may provide important 
linkages for a programme of accelerated industrialization. 
In this connexion, the construction of an alumina 
plant in British Guiana assumes special significance, and 
so does the interest of its Government in exploring the 
possibilities for the production of aluminium. 


35. Jamaica faces two sets of difficulties in devel- 
oping the processing of bauxite. At the alumina stage 
only one company—the Aluminium Company of 
Canada—is engaged in processing. The other three 
companies, which are United States owned, do not 
engage in alumina production, presumably because of 
the uncertainty surrounding the United States tariff on 
alumina, which is currently suspended but may be 
reimposed. The advantages of local production of alumina 
to the United States companies, in the absence of tariff 
uncertainty, is indicated by the decision of the Aluminum 
Company of America to set up an alumina plant in the 
Virgin Islands, which will presumably draw bauxite 
from Caribbean sources. Conceivably alumina plants 
in the Caribbean may also supply aluminium smelters 
in other Latin American countries with which the parent 
companies are associated. The Mexican aluminium 
complex may be a case in point, since it is located 
near the Atlantic Coast. 


36. As far as the manufacture of aluminium is 
concerned, Jamaica does not have sufficiently adequate 
supplies of hydro-electric power to make local production 
feasible. However, some advantage may be gained if 
part of Jamaica’s output of bauxite and alumina were 
processed in a neighbouring country. In so far as this 
reduces the cost of imported aluminium to Jamaican 
industry, it may assist the growth of light manufacturing 
in the island, 


37. The point that is being made here is that 
Jamaica has an important interest in the developments 
which are taking place in the rest of the Caribbean 
and Latin America, with respect to alumina and alu- 
minium. And it may be to her advantage to explore 
the possibilities of a co-ordinated approach to its 
development of production in this part of the hemisphere, 
so that it can maximise its potential for producing 
alumina and secure supplies of aluminium from more 
advantageous sources of supply. This point will be 
returned to later. 

7 Jamaica exports about one-third (in value) of her alumina 
to Norway, while the United Kingdom buys some 30 per cent 
of total Canadian export of aluminium. 
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(b) Petroleum 


38. Petroleum has been the prime generator of 
economic growth in Trinidad and Tobago over the past 
decade. This industry dominates the economy, accounting 
currently for some 30 per cent of gross domestic product, 
over one-third of fixed investment, and over 80 per 
cent of visible exports. The boom in world petroleum 
prices which arose from the Suez crisis produced 
substantial increases in investment and exports. Although 
the end of the crisis brought a downward adjustment 
in prices, continued tension in other parts of the Middle 
East encouraged the industry to maintain, and in some 
years increase, the pace of expansion in capital formation 
and export sales (see appendix, tables V and VI). Since 
1962 however, there has been a slowing-down in the 
growth of exports, which probably indicates the greater 
ease and certainty with which world supply is now able 
to cope with demand (see appendix, table VII). It 
lends also some credence to the view that the petroleum 
industry of Trinidad and Tobago may be entering a new 
phase of slower growth. 


* 


39. This impression is confirmed by a closer examina- 


tion of production trends in the territory itself. Table 
4 illustrates the rapid expansion which took place in 
the production of both crude and refined petroleum. 
Between 1953 and 1963 the output of crude oil grew 
from 22 million barrels to 49 million barrels, or by 
an average annual rate of 8 per cent. Most of this 
increase came from offshore wells, which in 1958 
yielded less than 5 per cent of total output, but by 
1962 had contributed around 30 per cent. Land produc- 
tion has tended to decline, despite the expenditure of 
considerable sums on land exploration. The growth in 
the importance of marine production has significant 
implications for employment and government revenue. 
Because it is more capital intensive than land production, 
it requires less labour per unit of output, and higher 
depletion allowances. It should also be mentioned that 
the outlook for further growth in marine production 
is one of cautious optimism, since earlier forecasts of 
the prospects for expanding output have turned out to 


be disappointing. 


Table 4 
TRINIDAD AND TOBAGO: PRODUCTION OF CRUDE PETROLEUM AND REFINED PRODUCTS, 1953-1963 


(Thousands of barrels) 


1953 1954 1955 1956 1957 
Crude petroleum ...... 22,336 23,630 24,896 25,185 34,063 
Refined products ...... 34,370 34,294 37,631 42,042 44,804 


Aviation gasoline of 100 
OCTANE Seanisinas choses 408 367 382 482 


PLAC ESeseiare sists, are sicisisie 1,299 1,375 1,559 1,789 2,582 
Gasoline for motors... 6,838 7,140 7,701 8,114 8,734 
White gasoline and va- 

porized oils ......... 3,251 2,997 2,188 2,133 2,258 
Combustible oil ....... 782 636 860 785 1,009 
Gas and diesel oil...... 5,348 5,706 7,470 9,009 8,244 
Lubricating oils and 

PYCHSE® wis eGnie oie cid coe i 2 2 2 
Mowel Oils c's. tcosc« vigieswiais ets 16,443 16,071 17,468 19,728 21,592 


Average 
a 
rate of 
1958 1959 1960 1961 1962 1963 growth 


37,355 40,919 42,358 45,768 48,876 48,678 8.1 
54,907 65,954 .74,754 93,162 105,372 115,202 128 
482 450 691 744 687 626 44 


2,895 3,443 3,460 3,082 11,737 10,697 235 
10,528 11,033 10,323 12,597 12,894 15604 8.6 


2,043 1,701 1,077 1,204 309 300 —21.0 
1,089 1,144—~ 1,399" -2:715 1,784 1567 7.2 
12,477 = =12,950 13,316 §=16,472 17,502 20,065 141 


2 2 2 1 2 2 — 
25,391 35,232 44,487 56,346 60,457 66,342 15.0 


ee ee en 
Source: Government of Trinidad and Tobago, Central Statistical Office, The National Income of Trinidad and T obago 1951 


to 1961; Quarterly Economic Report, October-December 1963. 


40. Of even greater significance than the growth of 
marine production has been the shift towards the 
production of refined products, which was based increas- 
ingly on imported supplies of crude oil. Between 1953 
and 1963, the output of refined products grew at an 
average annual rate of nearly 13 per cent, with most 
of this increase taking place after 1955. During the same 
period, imports of crude oil rose from 44 per cent to 


97 per cent of total supplies of crude petroleum (see 
appendix, table VIII). 


41. From the supply side, therefore, developments 
in the petroleum industry seem to signify a less pre- 
dominant role for this sector in the future expansion 
of the economy. This must be coupled with current 
trends in international trade where, as observed earlier, 
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the situation has changed from one of a sellers’ to that 
of a buyers’ market. As a high-cost producer of 
petroleum, Trinidad and Tobago may encounter difficul- 
ties in the future, in retaining its share of world 
trade in -oil. Exports to the Caribbean may also be 
affected by the establishment of refining plants in 
Jamaica and Antigua. 


(c) Export agriculture 


42. Sugar, citrus, and bananas are the principal 
agricultural export products of the region. One or more 
of these crops were the main contributors to the expan- 
sion of agricultural output which occurred in all of 
these territories over the past decade. (See table 5.) The 
contribution of sugar and citrus to economic growth 


= 
“ 


" 


mK AY a Ne Se NER RN _ 


Ah 
ae 


a 


eataiyse nt CPOES set er cress esesnney 72 
Fe [LS Srey 68 
Peeiesat p= Erinidad.and Tobapo.....sacnu-° 4 
Be ata British Honduras (Belize)... oe 
eter) PC eeu oe ts ieee OS 
Sh Saere AURNIGR ets hen vnsssiaciaicais 25 
Re Trinided and Tobago......... 20 
gate: British Honduras (Belize).... 

Bartana ee ee Secale oe aoe 20m 
RRANER he een ek Saye 264 
Trinidad and Tobago...... Pai 3 

CDC ligegs Series oa Aevers Sere e cis 10.9 

lamales Sisk «xa cidasech oo aay 

Trinidad and Tobago......... 8.2 

ot Ie Se ON SNE ES 6.0 

lama CAge sy aioieas shige eee 3.8 

Ermidad® cs Se chien caaeniteeae 1.8 

British: Guiana 42.9 2...<ste os nce 0.4 

Rice (paddy) OW... 155.4% scnnnieste 168 

Britisty. GUIANA « « .soAeae's oces 154 
laiswcae sons face eons 14 


70 70 a 
24 25 28 

36 36 

10 9 
258 258 258 266 
254 254 254 263 
4 4 4 3 
10.7 10.7 8.5 9.2 
25 3.5 2.2 2.2 
8.2 72 6.3 7.0 
ee 48 44 54 
25 28 2.2 27 
oa 2.0 18 18 
0.4 0.9 
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Sources: United Nations, Statistical Yearbook; Food and Agricultural Organization, Year- 


book of Production, 1963. 


aCrop years; for sugar, years are 1958, 1960, 1961 and 1962. 
b Figures for rice production in British Honduras and Trinidad and Tobago are not available. 


¢ Crop year, 1957. 


of this over-all quota is sold to the United Kingdom 
at annually negotiated prices. These prices are apparently 
fixed on the basis of a weighted index of production 
costs in Commonwealth exporting countries, Except for 
the period of the Suez crisis, and the upturn in sugar 
prices which took place in 1962 and 1963, the negotiated 
Commonwealth price has been at least 40 dollars per 
ton above open-market prices. 

44. Under the terms of the Agreement, the remaining 
one-third of the quota may be marketed in the United 
Kingdom and Canada at world prices plus preference. 


But within recent years, a sizable proportion of the 
quota has been sold to the United States at premium 


prices. 


45. Exports of citrus from the Commonwealth Carib- 
bean to the United Kingdom benefit formally from three 
types of petroleum. First, they are eligible for tariff 
preferences. Secondly, the United Kingdom has main- 
tained quantitative restrictions against competing supplies 
from the United States and other “dollar account” 
countries. Third, specified quantities of orange juice 
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the Ministry of Health. 

46. In practice, quantitative restrictions have been 
the main source of protection. Although fresh citrus 
fruit is eligible for a preference of 10 per cent, the 
bulk of Caribbean exports consists of juices, in respect 
of which the tariff preferences are almost negligible. 
In addition, advantage has not always been taken of the 
bulk purchase contract, because of the higher prices 
which have been offered in certain years by private 
importing firms. 

47. As far as bananas are concerned, the United 
Kingdom extends a tariff preference of 21 dollars per 
long ton, which at 1962 prices was equivalent to about 
13 per cent. Quantitative restrictions are also applied 
against imports from all Latin American sources of 
supply, with the exception of Brazil. At present, the 
annual import quota for bananas from the dollar area 
stands at 4,000 tons. The quota is virtually absorbed 
by the Dominican Republic, thus leaving South and 
Central American suppliers out of the market. 

48. It is difficult to assess the future of the sugar, 
citrus, and banana industries. In the case of sugar, 
prices reached record levels in the latter part of 1962 
and in 1963, owing to the failure of the Cuban crop 
and poor harvests in Europe. Citrus prices also rose 
sharply, because of frost damage to the Florida and 
Spanish citrus industries. 

49. The sharp rise in external demand for Caribbean 
sugar and citrus induced local producers to plan increases 
in capacity. In Jamaica alone, plans are in train to 
increase sugar production to 600,000 tons by 1966, and 
this is being assisted by a special government scheme 
of fiscal incentives.® Similarly, a scheme is well advanced 
for constructing additional processing facilities for citrus 
juices. 

50. These plans for expansion must also be con- 
sidered against longer term trends for the two crops 
in question. In the case of sugar, it is almost impossible 
to predict what the balance between world demand and 
supply will be, say in 1970. It should be noted, however, 
that production in Europe had increased substantially in 
1964. In Cuba, on the other hand, the Government is 
consciously working towards the elimination of current 
deficiencies in production. 

51. Accordingly, the basic factor which must enter 
into the planning of long-term expansion in sugar is the 
likely behaviour of demand in the United Kingdom. 
Assuming that the countries of the Commonwealth 
Caribbean continue to market their sugar under existing 
arrangements, the rate of growth of their exports will 
be closely tied to the rate of expansion of United 
Kingdom import demand. It is true that in some past 
years the Commonwealth Caribbean has managed to 
export more. than its negotiated price quota to the 
United Kingdom, because of shortfalls in other Common- 
wealth producing countries. But it is difficult to allow 
for this in a systematic way in gauging future demand. 

02. It is also the case that since 1961 the Common- 
wealth Caribbean has managed to secure a small quota 
in the United States market. However, this is unlikely 
to affect the future rate of growth of exports significantly, 
since the amendments which were made to the United 


® Government of Jamaica, Economic Survey 1963, Daou: 
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suppliers.1° Moreover, there is some uncertainty as to 
whether the arrangements for sugar procurement are 
likely to continue for very much longer in their present 
form. If a more competitive system of sugar procurement 
is introduced, this may not be particularly favourable to 
the Commonwealth Caribbean, in view of their presumed 
competitive disadvantage vis-d-vis other major suppliers. 


53. As far as growth prospects in the United Kingdom 
itself are concerned, current indicators are not particu- 
larly favourable. Since 1956 per capita consumption has 
remained practically unchanged, while population growth 
rates give no cause for undue optimism about the future. 
In general, it is doubtful whether the United Kingdom 
import demand will grow in the future at a rate of 
more than 3 per cent per annum, which was the average 
rate for the period 1953 to 1961. And there is an 
additional factor which suggests that such a growth rate 
may not be achieved. 


54. Up to the present about 18 per cent of the total 
supplies of sugar (imports plus domestic production) 
entering the United Kingdom market, is re-exported to 
other Commonwealth countries, notably in Africa. 
Recently however, sugar production has been introduced 
in several African countries such as Nigeria, Ghana 
and the Sudan, where it is expected to reach levels 
sufficient to satisfy doméstic requirements and leave 
a small surplus for export. Since Africa is one of the 
few regions in the world where sugar consumption 
is growing rapidly,! it would appear that these devel- 
opments are likely to remove one of the most dynamic 
elements of the United Kingdom demand. 


55. In regard to citrus, it is similarly difficult to 
predict the longer term balance between world demand 
and supply, for it cannot be easily assumed that shortfalls 
in output will persist in some of the main producing 
areas, Indeed, current projections suggest that the world 
supply of grapefruit will tend to keep in step with 
increases in world demand; while in the case of 
oranges, it is expected that a world export surplus 
of 0.5 to 1.4 million tons may develop by 1970.1? 


96. The outlook for citrus juices is much more 
favourable, especially in Western European markets. 
There, the spread of household refrigerators has been 
a major factor in the expansion of demand for frozen 
concentrated juices. However, growth prospects in the 
countries of the European Economic Community seem 
more promising than those in respect of the United 
Kingdom. And in the former markets, the Common- 
wealth Caribbean faces a tariff disadvantage vis-d-vis 
suppliers such as Italy, Greece, and Algeria. They will 
also have to compete on an equal basis with other 
countries such as the United States, against which, by 
their own judgement, they suffer a cost disadvantage. 

57. In general, it is doubtful whether the Caribbean 
can anticipate much benefit from the growth in demand 
for citrus and citrus products within the EEC, not- 
withstanding the contractual arrangements under which 
Jamaican oranges and orange juice are now being 


10 FAO, Commodity Survey 1963, p. 94. 

11 Jbid., p. 95. : 4 : 
ae rie irate in ericul fared commodities in the United 
Nations Development Decade, CCP 64/6 (1-111), , 
I, II and II, p. 11-48 to 11-49. é "dS nde BES 


sold in the Federal Republic of Germany. In so far 
_as the contract negotiated with this country in 1963 
arose from the short-term uncertainty surrounding world 
supply, it ought not to be counted as a permanent element 
of long-run demand. | 

58. With respect to bananas, prospects for both the 
_ short and the long run are only moderately good. In 
recent years imports into the United Kingdom have 
been expanding at a relatively slow pace, and the volume 
_of imports in 1959-1961 was merely 15 per cent higher 
than in 1934-1938.18 At the same time prices over the 
past five years have tended to show a downward trend. 
The average “green-boat” price of Jamaican bananas 
fell from 207.14 dollars per ton in 1958 to 174.72 
dollars in 1963, or by about 16 per cent.14 


~» 59. As far as the future is concerned, it is not 
expected that demand for bananas in the United Kingdom 
will rise by more than 3 per cent per annum, The 
best prospects for growth are in the European Economic 
Community, where the Commonwealth Caribbean faces a 
trade disadvantage against associated overseas suppliers, 
and in unsheltered markets such as Japan, where they 
will have to compete on an equal basis with other 
producing countries. 


60. So far the analysis of the prospects for sugar, 
citrus, and bananas has been based on the assumption 
that current marketing arrangements will remain intact. 
Here a note of caution must be introduced concerning 
the prospects for the continuance of existing levels of 
protection in the United Kingdom market. At the recent 
United Nations Conference on Trade and Development, 
the United Kingdom expressed willingness, in principle, 
to extend preferences to all developing countries on a 
non-discriminatory basis. The increasing interest of the 
United Kingdom in multilateral policies is evidenced 
in the recent changes which have been made in the 
citrus arrangements. 

61. In March of 1964 the United Kingdom removed 
the quantitative restrictions previously applied against 
imports of frozen concentrated orange juice from the 
dollar area. In order to protect their position in the 
United Kingdom market, the Citrus Growers’ Association 
of Jamaica and Trinidad and Tobago signed a ten-year 
agreement with the Florida citrus industry, and a firm 
of distributors in the United Kingdom. Under this ar- 
rangement, frozen orange juice concentrate from Jamaica 
and Trinidad and Tobago will be marketed in the 
United Kingdom without quantitative limitations, and 
will have priority of sale over supplies from Florida. 
Although the agreement provides some safeguards in 
the short run, it must be noted that it has been negotiated 
only for a specified period and involves the commitment 
of only one competing source of supply, and a single 
firm of distributors. 

62. As far as sugar is concerned, there is no 
immediate danger of loss of protection in the United 
Kingdom market, since the Commonwealth Sugar Agree- 
ment is scheduled to run until 1971. But it must be 
noted that recent developments have tended to vitiate 
the rationale for a special procurement policy in respect 
of Commonwealth sugar. Originally, there were at least 


18GATT, Trade in tropical products (Geneva, 1963), table 4, 


p67. ; - 
14 Covernment of Jamaica, Economic Survey, issues from 1958 


to 1963. 
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two objectives underlying the United Kingdom’s interest 


in providing a guaranteed market for sugar from the 
Commonwealth. One of them was that of securing . 
supplies of sugar for sterling, at a time when there was 
a worldwide dollar problem. The general return to 
currency convertibility in 1959 evidenced an easing of — 
the dollar crisis, and it can be doubted whether the 
United Kingdom still regards dollar-saving as a major 
factor in its sugar policy. 

_ 63. The other objective was that of pursuing an 
independent procurement policy for sugar. Inter-Allied 
arrangements for the joint procurement of sugar after 
the First World War had not worked well from the 
United Kingdom’s point of view.’ And the United 
Kingdom became interested in reducing its reliance on 
sources of supply such as Cuba, where it had to compete 
with other importing countries which had prior claims 
on those supplies. 


64. The suspension of special sugar arrangements 
between the United States and Cuba may ordinarily 
increase the supplies of sugar which are available for 
trading on the open market. In so far as this takes 
place, it may reduce the future commitment of the 
United Kingdom to a policy of differential purchasing. 

65. Granted the uncertainties which surround the 
outlook for the leading industries of the past decade, 
it is important to assess the steps which these economies 
have taken towards diversification in that period; since 
on these may rest some of the possibilities for future 
growth. This leads to a consideration of the changes 
which took place in the other sectors of these economies. 


(d) Local agriculture 


66. The movement towards diversification made little 
headway in respect of the production of food for the 
local market. Although firm data are not available on 
production trends in the territories concerned, there is 
a general belief that little if any advance was achieved 
in the output of local foodstuffs. Indeed, in the case 
of some food crops, it is said that production registered 
a downward trend. Poultry was one of the few products 
where there was any general evidence of significant 
increases in output. Otherwise, the only other signs of 
impressive advance were recorded in Trinidad and 
Tobago, where in 1963 there were substantial increases 
in the production of several vegetables.1® On the whole 
most of the territories continued throughout the period, 
to devote about one-fifth of their total import expendi- 
tures to the purchase of overseas supplies of foodstuffs.’” 


67. The deficiency in local food production arises 
from difficulties on both the supply and demand side. 
Production is almost entirely in the hands of the “peasant 
sectors”, where producers have to cope with tiny and 
fragmented plots of often poor land, obsolete techniques 
and capital equipment, and inadequate transportation 
and distribution facilities. The last two combine to 
frustrate the planning of production on the basis of 


15 V. P. Timoshenko and B. C. Swerling, The world’s sugar: 
progress and policies (Stanford University Press, 1957), chapter 
8 (contributed by R. J. Hammond, Official Historian at the 
Ministry of Food). 

16 Government of Trinidad and Tobago, House of Representa- 
tives, Budget Speech 1964, p. 9. 

17 Imports of food account for only 2 per cent of total imports 
in Trinidad and Tobago. But this is somewhat misleading, be- 
cause of the predominance of crude oil in the total import bill. 
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ascertainable levels of demand. Some evidence on the 
importance of demand certainty has been provided by 
Trinidad and Tobago, where the increase in the output 
of vegetables which took place in 1963 has been partly 
ascribed to the programme of guaranteed prices, which 
was introduced in 1961. . 

68. The future growth of local agriculture will depend 
very much on the extent to which farmers can be assisted 
in overcoming the disadvantages out-lined above. Some 
of the Governments recognise that one important source 
for improvement lies in the modification of land tenure 
systems, so that land of better quality can be devoted 
‘to food production, and that the average size of farms 
can be increased in order to reduce the disadvantages 
of small-scale production. Yet another recognised source 
of improvement is that of marketing, involving better 
storage, transport, and refrigeration facilities, and guar- 
anteed prices. These may have to be accompanied 
by general programmes of rural development, so that 
enterprising farmers are discouraged from migrating 
to the urban areas, or abroad, In Jamaica, migration 
to the urban areas and to the United Kingdom was held 
to be partly responsible for the decline in the output 
of local food which occurred there.'® 


(e) Manufacturing 


69. Of even greater significance to diversification 
were the developments which took place in the manu- 
facturing sectors. Industrial development made most 
headway in Jamaica and in Trinidad and Tobago, 
where the growth of the manufacturing sector kept 
in step with the general advance of the economy, and 
in some years even outpaced it. In each case the sector 
accounts currently for about 13 per cent of the total 
gross domestic product. 


70. To some extent the expansion of the sector was 
due to the growth of export agriculture, which boosted 
the value added in food processing, notably in the sugar, 
rum, and citrus industries. But much the greatest progress 
was made with newer industries such as textiles, garments, 
footwear and chemicals. 


71. In Jamaica, industries other than food, beverages, 
and tobacco accounted in 1962 for 48 per cent of the 
value added in manufacturing, compared with 35 per 
cent in 1953.19 In Trinidad and Tobago, real output 
in the food, drink, and tobacco industries grew at an 
average annual rate of 4 per cent between 1951 and 1961; 
while textile and garments grew at 10.4 per cent per 
annum, building materials at 11.6 per cent, and other 
producer goods at 13.1 per cent.?° 


72. The pattern of industrial development in these 
two territories followed slightly different courses, 
although in both cases development tended to be based 
on export sales. Jamaica appeared to follow the tradi- 
tional path of labour-surplus economies, with the bulk 
of its exports of manufactures consisting of textiles 
and garments, which went to markets in the advanced 
countries, notably the United States. On the other hand, 
chemicals were the fastest growing industry in Trinidad 


18 Government of Jamaica, Five-Year Independence Plan, op. 
cit., p. 17. 

19 [bid., p. 15. 

20 Government of Trinidad and Tobago, Draft Second Five- 
Year Plan, 1964-1968, pp. 26-27. 
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and Tobago, and intra-regional markets were the ‘most 
important outlet for the manufactures of that country. 
73. Some of these trends are reflected in table 6, 


‘which shows exports of manufactures by the individual 


territories, according to SITC groups. The table shows 
that Jamaica registered the fastest rate of advance in the 
overseas sale of manufactures, with her exports rising 
from 2.4 million dollars in 1955 to 13.4 million in 
1962. Much of this increase took place after 1959, 
when exports of miscellaneous manufactured goods 
(largely clothing) increased from 1.8 million dollars 
in that year to 7.7 million in 1962. ae 

74, By 1962, the absolute value of Trinidad and 
Tobago’s exports of manufactures was roughly equivalent 
to that of Jamaica. But Trinidad and Tobago had 


started from a larger base, since the total value of 


its exports of manufactured goods was nearly 5 million 
dollars in 1955. Here again, the period after 1959 
witnessed an acceleration in the rate of expansion of 
exports. Chemicals (mainly fertilizers) were the pre- 
dominant contributor to the growth in export sales, as 
the total value of exports in this group expanded from 
2.1 million dollars in 1959 to 8.8 million in 1962. 


75. Barbados presented an interesting case. Although 
its export trade in manufactures is minute, the total 
value of these exports more than doubled between 1955 
and 1962, Like Jamaica; the bulk of Barbados’ exports 
of manufactures consisted of clothing, but like Trinidad 
and Tobago, these exports went almost exclusively to 
markets in the Eastern Caribbean. In the case of 
British Guiana diamonds, a resource-based product, 
provided the predominant support for the expansion 
of exports. 


76..Two recent developments in Jamaica’s trade in 
manufactures point to the problems which confront 
these economies in accelerating the growth of their 
industrial exports. In 1963 the Government of the 
United States imposed restrictions on imports of cotton 
textiles from Jamaica, and negotiated subsequently a 
bilateral agreement, which permits Jamaica to expand 
its exports to the United States market by 5 per cent 
per annum.*! In addition, there was a substantial fall 
in Jamaica’s sales of manufactures to Trinidad and 
Tobago, which was due to the commencement of new 
manufacturing enterprises in the latter country. For 
example, exports of tin cans to Trinidad and Tobago 
fell from 1.5 million dollars in 1962 to 60,000 dollars 
in 1963. The first development points to the need for 
stable marketing arrangements in respect of manu- 
factures, while the second indicates the importance of 
avoiding unco-ordinated intra-regional competition in 
the promotion of industrialization. 


77. It appears therefore that accessibility to markets 
will be a crucial factor in the future expansion of 
manufacturing industry. Despite the progress which 
has been made with industrial development, it cannot 
be overlooked that the five territories being considered 
in this report are spending together nearly 200 million 
dollars per annum on imports of light manufactures, 
which constitutes over one-quarter of their total import 


21 Government of Jamaica, Economic Survey 1963, op. cit., 
p. 51. It appears that exports of textiles from Trinidad and 
Tobago to the United States will also be subject to similar 
restrictions. On this latter point, see United Nations. World 
Economic Survey 1963, part I, p. 195, footnote 35. : 
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expenditure. The possibility of further import substitu- 
tion, especially on a regional basis, thus seems to merit 


serious consideration. 


78. Up to the present, all of the territories in the 
area have pursued their programmes of industrialization 
on the basis of liberal import policies, consisting of 
relatively low tariffs and the limited use of quantitative 
restrictions. For the most part, encouragements to 
industry have been confined to fiscal incentives such 
as tax holidays, accelerated depreciation allowances, 
and exemptions from import duties for overseas purchases 
of raw materials and capital equipment. No arrangements 


exist for giving special treatment to Caribbean manu- 
factures in the intra-regional market, nor has there 
been any co-ordination of plans and policies in relation 
to industrial development. 


(f) Construction and services 


79. The construction sector made also a significant 
contribution to widening the base of these economies. 
In all of the territories, the average rate of expansion 
of this sector was higher than that of the total domestic 
product. Although the average rate of advance tended 
to decline after 1957 (especially in Jamaica), in some 
of those latter years construction continued to be an 
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Between 1957 ther 
of residential construction in the 


2 
ames of expenditure and fiscal incentives. During 
rs a sizable portion of the backlog in demand 
urban middle income housing was cleared; and 
there is some evidence that the housing boom has begun 
to taper off. 
- 81. In Jamaica investment in housing expanded from 
11.8 million dollars in 1956 to reach a peak of over 
24 million dollars in 1961. However, in 1962 the figure 
dropped to some 20 million dollars, only to fall further 
to 15 million in 1963. As far as Trinidad and Tobago 
was concerned, the absolute value of investment expendi- 
ture on housing continued to rise up to 1962 (at least 
in current prices), but expenditure in that year grew 
at a slower rate than it had done in the three previous 
years.” 


22 Fixed capital formation in housing was 9.4 million dollars 
in 1956, 9.7 million in 1958, 11.3 million in 1959, 13.2 million in 
1960, 15.5 million in 1961, and 17.2 million in 1962. Cf. Central 
Statistical Office, The national income of Trinidad and Tobago 
1952 to 1962, p. 22. 
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1950 to a peak of 226,945 in 1960. 
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83. Since 1960, however, the total number of tourist 
arrivals in Jamaica has declined, and this was matched 
by a fall in tourist expenditure from 38.1 million dollars — 
in that year to 34.8 million in 1962 (see table 7). 
Arrivals and expenditure continued to increase in Bar- 
bados, but the industry there is of a much smaller 
magnitude than that of Jamaica. The decline of the 
tourist industry in Jamaica has been ascribed to 
unsettled political conditions in neighbouring countries, 
and increasing competition from other resort areas in 
the Caribbean. 

84. A more fundamental problem faced by all of the — 
resort areas in the Caribbean is that of developing 
tourist facilities which cater to a wider range of income 
groups. For the most part, tourist development has 
been based on the provision of high-rate luxury hotel 
accommodation. This type of development carries several 
disadvantages. First, given the geographical location of 
the Caribbean, the bulk-of high-income tourists tend 


23 Government of Jamaica, Five-Year Independence Plan, op. 
Citype Os 


Table 7 4 


JAMAICA AND BARBADOS: INDICATORS OF TOURIST ACTIVITY, 1957-1962 


1957 1958 


1959 1960 1961 1962 | 


Total number of visitors (thousands) 


Jamaicave cence ene 160.7 169.4 191.3 226.9 224.5 206.8 
Barbadositts.-12.1 meee. 23.8 24.9 30.2 35.5 ave 44.3 
Estimated expenditure by tourists 
(Millions of dollars) 
Jamaicatet tine. cia oe dere 28.5 32.1 38.1 37.0 34.8 
Barbados... nccue seeks sere 6.1 6.4 14 7.6 9.4 11.1 


Sources: International Union of Official Travel Organization, International Travel Statistics, 
various issues, Government of Jamaica, Economic Survey, 1957-1962; Government of Barbados, 


Development Plan, 1960-1965. 


to originate from North America, especially the United 
States. Thus the fortunes of the industry have been 
intimately bound to economic conditions in that country. 
This is borne out by the experience of Jamaica during 
the 1957-1958 winter season, when there was a recession 
in the United States.24 In so far, therefore, as the 
development of cheaper facilities will lead to greater 
diversification in the geographical pattern of demand, 
this may make for a more stable pattern of growth. 


85. Secondly, it has been observed that high-income 
tourists are notoriously fickle.25 One Caribbean island 


24Government of Jamaica, Economic Survey 1957, p. 4. 

25 C. O'Loughlin, “Problems in the Economic Development of 
Antigua”, Social and economic studies, vol. 10, no. 3, September 
1961, p. 262. 
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may be the fashion this year, another the next, the 
Mediterranean the following year, and so on. On the 
other hand, budgetary constraints alone ensure that 
lower-income tourists will exhibit a much less capricious 
pattern of travel preferences. In general, the institutional 
nature of low-rate tourism suggests that it may be 
easier for tourist areas to tap this source of demand, 
through the provision of cheap arrangements for group 
travel and accommodation, and credit facilities. 


86. Finally, high rate tourism is not particularly 
economical, as unused resources of white sand beach 
become increasingly scarce. The maximization of income 
per unit of beach land may therefore require the pro- 
vision of less luxurious accommodation which can 
cater to a larger number of persons. 


es 


87. Some of the Governments recognize the desira- 
bility of giving greater emphasis to medium and low 
rate tourism. For instance, this is evidenced in the 
lans for the development of the Negril area in Jamaica. 
ut a full recognition of the potentials for such develop- 
ment may necessitate some co-ordination of promotional 
work between the islands in the area, as well as 


_ co-operation in the provision of recreation, transport, 


and credit facilities. 


88. Leaving aside tourism, there were also significant 
increases in the output of other services, such as 
transport, banking and finance, and distribution. The 
growth of these services was particularly marked in 
Jamaica and in Trinidad and Tobago, where their 
expansion was facilitated by increased availability of 
credit. in particular, the supply of consumer credit 
was increased by the entry of branches of overseas 
finance houses into the field of hire-purchase. By 1961 
however, some of these companies were judged to be 
in an over-extended position. The decline in their 
liquidity led to substantial cut-backs in the volume of 
consumer credit, and this process was furthered in 


Jamaica by the introduction of restrictive legislation 
by the Government.2* Taking figures for the month of 
December, the total value of hire-purchase credit in 
Jamaica fell from 30.6 million dollars in 1960 to 25_ 
million dollars in 1961, 15.2 million dollars in 1962, 
and 11.0 million dollars in 1963. The tightening of 
credit was at least one of the reasons why commercial 
and financial activities in Jamaica and Trinidad and 
Tobago have experienced a levelling-off since 1962.27 


(g) The public sector 


89. By 1962, therefore, most of the major sectors 
of these economies had begun to exhaust the stimuli 
which had kept them moving since the early fifties, 
notwithstanding the sustained increase in activity which 
had taken place in the public sector. Current revenues 
showed signs of buoyancy, particularly in Jamaica and 
in Trinidad and Tobago, where they nearly trebled 
between 1953 and 1963 (see table 8). The expansion 
of bauxite and petroleum in the respective territories 


26 Bank of Jamaica, Annual Report 1961, especially pp. 21-22. 
27 [bid., and Annual Reports for 1962 and 1963. 


Table 8 
CoMMONWEALTH CARIBBEAN: FINANCE OF CENTRAL GOVERNMENT 
(Millions of dollars) 


Current 


Current 


Surplus on 


Capital 


revenue expenditure current account expenditure 
Jamaica® 
Ba (So Naar IMI En ee canes set 40.6 36.4 4.2 7.8 
9958 (59 er eat oe chittae fecale caters 80.1 69.4 10.6 22.4 
OSS TO solar ala! crecasaunistacers, Sips 87.1 73.9 132 30.0 
NDGOO/G Rete ne a Pease o's ais Svcs sie es 95.8 79.0 16.8 30.0 
WOGI/GL Saar rer scene sess cst ee 103.3 88.5 14.8 30.2 
TOGA TOS eens cciwiain ce no erelehais ste custoie 112.3 100.0 12.3 34.2 
EGS Geet rclate cars ae train, elacerersisrtegeicnars4s 118.5 106.4 11.2 35.6 
Trinidad and Tobago 
Pe aati xt cucya a tacevn aja olaaereaeee coh ccaiciaisroxs 39.7 38.0 1.8 Ll 
TOG = soe ain re: « vctagichals lovecat alajavé nvejeiaxo\alaale 76.7 62.5 14.2 22.3 
TOGO, Brteln pita cee ses eats ehetsseintee 86.8 70.1 16.7 22.5 
TOG oe cilnott~ aietea cis Goraite ee asian 84.9 83.3 1.6 30.7 
TOG Dime. se octane ae Sie sent oe 96.6 90.9 5.7 35.4 
LOGS ee ee cso tna aoe 108.9 106.4 25 36.9 
British Guiana 
MOBS tae atone ovctelasere oe ecateteiaiarstovp ees 18.8 18.3 0.5 
POT Aisa aie siete fata ae o ate sitte sewte eas 26.7 25.1 1.6 ae 
LOSR Me ce ese Cet oe toes cece enscs 28.6 27.1 15 11.6 
TOS Gir cerca ait loeis.ce sie xccnisietsas 28.4 26.6 1.8 11.1 
DOGO geet rs sists, sie sates onfornials eisieiitets 32.8 29.6 3.2 9.2 
NOG Ul at cious tiie cio sorteo seis. 34.8 32.7 2a): 
Barbados i F 
TOS (54S ns ays nb esa erates inks ios ausiecouaieiere 8.7 OS i 
Petia epi Mtok Site deaitisistteis sts aL 11.3 0.4 4.1 
OHO me ee eran ee abet cae. sae sito: 13.9 12.1 1.8 5.4 
HOGOESs = Jonle atin Aol ee dette odes 12.7 12.3 0.4 5.9 
HOGI se eid cits welscaee dia aad ts 14.4 13.8 0.6 5.8 
British Honduras (Belize) : i rs 
Ss) eee er tis aor ae 2.8 2 i 
anlar sabe Te 16 apenas 14 
OP ote ee ctv dckatete e's) eretchs aie ayetns acess (ele 4.5 4.7 —0.6 25 
CG) Akingttent SoS eaR Iden) Gort OBERe 4,2 4.9 —Q.7 ee 
TOG Lg Aoteinie More oat ocouctoalane obs wictote wis) ove 4.8 Oe —0.3 UG 
a re ae Pe ee, eee . . 
, Sources: Official revenues and expenditure accounts of various countries and territories. 


a Fiscal years. 
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movement which 


ar ent w 
Tobago, between 1953 and 

, ored the upsurge in petroleum production 
ich was then taking place. . 
90. More generally, receipts from income taxation 
accounted for a larger proportion of total revenue. In 
the 1953-1954 fiscal year income tax accounted for just 
over 23 per cent of total revenue in Jamaica, while 
in 1961-1962 it represented nearly 37 per cent. In 
Trinidad and Tobago, the comparable proportions were 
37 per cent in 1953 and 38 per cent in 1962. Contributory 
factors to these increases were upward revisions in the 
rates of taxation both in respect of individuals and 
companies, and the introduction of more efficient systems 
of tax collection. In particular, the establishment of the 
“pay as you earn” (PAYE) system of tax collection 
in respect of individuals, helped to reduce the incidence 
of evasion. : = 

91. One noteworthy trend, at least in Trinidad and 
Tobago, has been the tendency for collections from 
individuals to rise faster than those from companies. 
Collections from individuals rose from 2.9 million dollars 
in 1953 to 8.5 million in 1962, while those from 
non-oil companies increased from 3.7 million to 8.8 
million. While this may be partly a reflection of 
improvements in administration, it may also be an 
indication of the dampening influence which is exerted 
by fiscal incentives to industry on the growth of govern- 
ment revenue.”® 

92. Of even greater significance were the develop- 
ments which took place in respect of public expenditure. 
On the basis of available information, it would appear 
that total expenditure in all of the territories more 
than doubled between 1953 and 1962. Part of the 
expansion was due to the increase in capital outlays, 
which mirrored the development consciousness of the 
respective Governments. But the more substantial trend 
was the mounting pressure of current expenditure on 
budgetary resources. This was especially evident in 
Trinidad and Tobago, where the rate of increase in 
current expenditure showed signs of accelerating between 
1960 and 1963, when public expenditure on current 
account rose by over 50 per cent. 

93. The upward drift of current expenditure was 
partly associated with rising outlays on education, 
health, and other social services, revealing the budgetary 
implications of fast rates of population growth. In 
Jamaica current expenditure on education, public health, 
and social welfare absorbed some 47 per cent of total 
recurrent expenditure in the fiscal year 1961-1962, com- 
pared with 36 per cent in 1953/54. But another 
important influence on current expenditure was the 
wage and salary increases which took place within the 
public sectors, and indeed within these economies as 
a whole. 


(h) Wages, prices and employment 


94, Systematic data are lacking on the pattern of wage 
increases in these economies; but the general pressure 


28There may of course be other explanations; for example, 
it may be a reflection of a shift from profits to wages and salaries. 
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of the labour force. 


96. Data for Jamaica show that the decline in unem- 
ployment which took place between 1957 and 1960 
was matched by a roughly-equivalent outflow of workers 
to the United Kingdom.®° In Trinidad and Tobago, the 
rate of unemployment in 1960 was higher than it was 
in 1946,31 and there was an absolute decline in employ- 
ment within large establishments in the private sector 


29 On the whole, theoretical reasoning suggests that in small, 
open economies, with automatic monetary mechanisms, increases 
in wage Costs may tend to have a greater effect on employment 
than on the level of internal prices. Because of their heavy de- 
pendence on foreign trade, international prices exercise a more 
predominant influence on domestic prices than movements in 
local money costs. In a sense, local price levels are exogenously 
determined. Since these economies are unimportant buyers and 
sellers of internationally-traded goods, they are price-takers in 
the international market, and exert little if any influence on their 
export and import prices. Given these features of domestic price 
formation, there are, in principle, at least three ways in which in- 
creases in wage costs may have adverse effects on employment. 
The first is the redistribution effect. Since increases in money 
wages tend to be translated into increases in real wages, they may 
lead to a redistribution of real income away from entrepreneurs 
to wage earners. In so far as this reduces saving and the profit- 
ability of investment, capital formation will be checked, and so 
also will the expansion of employment. The second is the substitu- 
tion effect. As was noted previously, a rise in wage costs will 
ordinarily encourage entrepreneurs to substitute machines for 
labour. The third is the balance of payments effect. This arises 
partly from the substitution effect, because machines are usually 
imported. But there may also be pressure on the balance of pay- 
ments because of the redistribution effect, if the marginal import 
content of expenditure by households is higher than that of entre- 
preneurs. In any event, in so far as an increase in import expendi- 
ture involves a reduction in the internal supply of money 
(because of the automatic operation of the monetary mechanism) 
this will also tend to check domestic expenditure and employ- 
ment. For a lucid analysis of these problems, see William CG. 
Demas, The economics of development in small countries with 
special reference to the Caribbean, Keith Callard lectures McGill 
University, Canada, 1963 (forthcoming). : 

30 Compare figures on unemployment quoted in the Government 
of Jamaica’s Five-Year Independence Plan 1963-1968, p. 33, with 


pane on migration shown in the annual Economic Surveys, 1957- 


81 J. Harewood, “Employment in Trinidad and Tobago,” R 
search Papers, no. 1, Office of the Prime Minister, Deak: 1963. 
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unemployed in Barbados have tended, if 
anything, to increase. = “tf “S286 = 

_ 97. The data presented in the preceding paragraph 
must be qualified by reference to the conceptual difficul- 


_ ties involved in attaining accurate measures of unemploy- 


ment in developing areas. It must also be pointed out 
that some progress has been made with the employment 
situation in the Caribbean, in the sense that there 
have been improvements in the quality of employment, 
owing to the faster rate of growth of high productivity 
jobs. On the whole, however, there is no clear evidence 
that the problems of unemployment and under-employ- 
ment were any less challenging in 1963 than they had 
been in 1953. 


(i) Foreign trade and the balance of payments 


98. The leading role which foreign trade has played 
in the growth of these economies was underlined pre- 
viously in the discussion of developments in individual 
sectors. In nearly every case both exports and imports 
grew faster than the gross domestic product, thus 
increasing the orientation of these economies towards 
foreign trade. 


99. The influence of the mining industries was very 
evident in the changes which took place in the commodity 
composition of trade. Appendix table XI shows that, 
taking the five territories as a whole, the share of 
crude materials in total exports rose from 19 per cent 
in 1954 to nearly 24 per cent in 1961. This was almost 
wholly due to the expansion of bauxite exports in 
Jamaica, where the share of crude materials in total 
exports increased dramatically from 21 per cent in 
1954 to 51 per cent in 1962. No less dramatic was the 
role of petroleum in the export trade of Trinidad and 
Tobago, where by 1962 it accounted for 85 per cent 
of total exports, and 46 per cent of total imports. 


100. Nonetheless, agricultural products continued to 
occupy an important place in the trade of the region. 
In Jamaica and Trinidad and Tobago, the expansion 
of mining, and to a much lesser extent, of manufacturing, 
served to reduce the share of food, beverages, and 
tobacco in total exports. Comparing 1954 with 1962, 
the share of those commodity groups in Jamaica’s 
exports fell from 76 per cent to 42 per cent, while in the 
case of Trinidad and Tobago, their share declined from 
21 per cent to 14 per cent. In Barbados and British 
Guiana, the growth of manufacturing seemed also to 
have effected a slight reduction in the dependence of 
those economies on agricultural exports. But in British 
Honduras (Belize), export agriculture raised its share 
in total exports from 25 per cent to 69 per cent between 
1954 and 1962. 

101. As far as imports were concerned, there was 
general evidence of a reduction in the shares of food 
and light manufactures in total imports. But as observed 
earlier, all of these economies are still heavily dependent 
on overseas supplies of these commodities. Apart from 


32 Government of Trinidad and Tobago, Draft Second Five- 
lan, op. cit., p. 156. a 
Jars Kundu. “The economy of British Guiana 1960-1975”, 
Social and Economic Studies, vol. 12, no. 3, September 1963. 
34 United Nations, Statistical Yearbook, 1963, p. 60. 


| Tn British Guiana there was 
ible change in the rate of unemployment 
1956 and 1960,3% while the numbers of 


this, increases in the levels of ext 


mediate and capital goods reflected the economic expan- __ 
sion which was then taking place (see appendix, ta 
XI and XII). SrDs Al aha ees a 
102. The influence of the leading industries was also 
evident in the changes which took place in the geo- 
graphical pattern of trade. In Jamaica, Trinidad and 
Tobago, and British Guiana, the dollar area replaced 
the sterling area as the major outlet for exports, 
mirroring the predominance of mining products in their 
respective export trades. In Barbados, the sterling area 
more or less retained its leading place, because of the 
continuing importance of sugar and sugar products, 
and the reliance of its tiny trade in manufactures on 
markets in the Commonwealth Caribbean. The only 
territory where the sterling area advanced its position 
was British Honduras (Belize), owing to the increase 
in sales of sugar and citrus to the United Kingdom 
market, coupled with the decline in exports of forestry 


products to the United States (see appendix, table 
XIII). 


103. On the import side, there was some widening 
in the geographical spread of trade. Although the 
sterling area retained generally its place as leading 
supplier, both the dollar area and the European 
Economic Community managed to increase their share 
of trade with the region. 


104. On the whole, therefore, the period witnessed 
a reduction in the geographical concentration of both 
exports and imports. This can supposedly be counted as 
a contribution towards the strengthening of the bar- 
gaining power of the territories in regard to commercial 
negotiations, 

105. A note of caution must be entered concerning 
the interpretation of the data that are available on the 
balance of payments. In the case of economies with 
important mining sectors, namely, Jamaica, British 
Guiana and Trinidad and Tobago, payments and receipts 
for the exports and imports of the mining companies do 
not give rise to foreign exchange transactions within 
the countries themselves. The companies usually effect 
settlements through their overseas offices, and transfers 
of foreign exchange are only made to cover tax payments 
and expenditure on local inputs. 


106. Again, up to the present Barbados, British 
Guiana, and Trinidad and Tobago do not possess inde- 
pendent currencies since they share a common currency 
with other Commonwealth territories in the Eastern 
Caribbean.*® Thus, estimates of the foreign exchange 
assets of those territories include a computed share of 
the joint sterling assets of the British Caribbean Currency 
Board. For either or both of these reasons, data in 
respect of the balance of payments give only a rough 
guide to the actual flows of foreign exchange which 
take place between these economies and the rest of the 
world. 

107. Bearing these qualifictions in mind, the avail- 
able evidence suggests that these economies emerged 
from this period of growth with a healthy external posi- 
tion. The automatic operation of the monetary mechanism 
ensured that none of them were faced with a shortage 


~ 


85 A Central Bank was established in Trinidad and Tobago 
in 1964, and a national currency unit was being introduced in 
1965. 
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in maintaining external balance. 


(j) Summary 


109. The experience of the past decade can be sum- 
marised in terms of some of the issues which it has raised 
for policy makers. First, it has given rise to the question 
as to how rapid rates of growth can be sustained. Once 
populations become accustomed to regular and substantial 
increases in incomes, it is difficult for them to accommo- 
date to leaner times. This is evidenced in the pressure 
for wage increase which took place during the post-1957 
phase of slower growth. 

110. Earlier analysis of the prospects for the leading 
sectors in the past period suggests that the possibilities 
for rapid growth in the future will depend upon the 
progress which is made with agricultural diversification, 
especially in respect of local food production, and with 
the development of manufacturing. The latter is especially 
important for Jamaica and Trinidad and Tobago, because 
of their unfavourable land population ratios. This leads 
to a second major issue. Given the small size of these 
economies, and their continuing dependence on foreign 
trade, how can trade policies be modified to support 
an accelerated programme of diversification, and in the 
light of changing commercial relationships with the Brit- 
ish Commonwealth? These issues will be first considered 
in terms of the official plans of these Governments for 
future development. 


2. CURRENT APPROACHES TO FUTURE DEVELOPMENT 


Ill. Jamaica and Trinidad and Tobago are the only 
countries which have published development programmes 
for the period beyond 1965. However, reference will 
be made here to the programme which was outlined for 
British Honduras by a United Nations technical assistance 
mission,®* and to a survey which was made of the 
economic potential and capital needs of Barbados.*® 


112. The five-year plans of Jamaica and Trinidad and 
Tobago cover the period up to 1968. Both plans envisage 
slower rates of growth than in the 1950’s, and real 
domestic product has been projected to grow at about 


36 See Bank of Jamaica, Annual Reports, 1961 to 1963. 

37 United Nations, A development plan for British Honduras, 
op. cit. 

88 Department of Technical Cooperation, A survey of economic 
potential and capital needs of the Leeward Islands. Windward 
Islands, and Barbados, 1963, pp. 119-127. 
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concerned 


113. The Five-Year Independence Plan of the Gov- 
ernment of Jamaica envisages a much less significant 


role for exports than they played in the past decade. 
Exports have been projected to grow at 3 per cent per 
annum, or at a slower rate than the gross domestic 
product. The target for exports has been predicated on 
a growth rate of 3 per cent per annum for bauxite, no 
increase for alumina, and a 1 per cent growth rate for 
sugar. However, it is hoped that citrus and bananas will 
provide the main support for an annual growth rate 
of 5.4 per cent in export agriculture. Some increase is 
also anticipated in the export of manufactures, but the 
specific target has not been clearly stated. Tourism has 
been projected as growing more slowly than the economy 
as a whole. — 


114, As far as other sectors are concerned, the main 
impetus is expected to come from domestic agriculture, 
with an annual growth rate of 3.1 per cent; livestock 
and fishing (5.6 per cent) ; manufacturing (7.3 per cent), 
and domestic-oriented services (5.5 per cent). Details 
of some of the projected changes in the structure of the 
economy are contained in table 9. 


115. The targets for bauxite and sugar may require 
upward revision, in view of current developments in 
respect of these industries, and they seem more appro- 
priate to planning for the post-1968 period. On the 
other hand, the projection for domestic agriculture seems 
optimistic, in the light of the current and past per- 
formance of this sub-sector. In addition, to the extent 
that the plan reflects the foundations which are being 
laid for growth beyond 1968, the emphasis on citrus and 
bananas may warrant review, in the light of the uncer- 
tainty surrounding existing marketing arrangements. 


116. In general, a case can be made for assigning a 
more important role to exports of manufactures than 
is allowed in the Jamaican plan. Given a continuance of 
the uncertain outlook for most of Jamaica’s major pri- 
mary products, it may well be that growth in the 1970’s 
will depend on the foundations which are laid during 
the current plan period for a more even balance between 
primary production and manufacturing. 


117. A greater emphasis on exports of manufactures 
may also be justified on the grounds of the balance 
of payments. The plan has assigned a major role to the 
foreign financing of capital formation, especially by 
the public sector. And it is hoped that external grants 
and soft loans will finance about one-third of total 
public outlays (see appendix, table XVII). 


118. If the targets for foreign aid are not realised 
and assuming that projected levels of import expenditure 
represent an essential minimum for fulfilment of the 
plan, equilibrium in the balance of payments may demand 
some upward adjustment of export receipts, In an un- 
certain world, it is often deemed advisable to “hedge 
one’s bets” about foreign aid, by working out a sup- 
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8 Including forestry and fishing. 
b Including sugar milling. 
¢Including public utilities. 


gs ecm set of targets for exports, and pursuing the 


er consciously. No one ever complains about the 
over-fulfilment of a plan, and to the extent that a more 


__ ambitious target for exports is even only partly achieved, 
-~ a firmer basis will have been laid for future growth. 
The plan gives little attention to export policy. It assumes 
_ that existing trading arrangements will be maintained, 


and mentions that the Latin American region will be 
investigated for trading opportunities. 


119. On the whole, the Jamaican Five-Year Inde- 
pendence Plan stresses the need for social integration 
and development. Economic services (agriculture, in- 
dustry, tourism, and transport and communications) 
are allocated about 46 per cent of total development 
outlays by the public sector, as compared with some 
55 per cent in the previous National Plan. Appendix 
table XVIII lists the allocations which have been made 
to major activities in both plans, and shows that in- 
dustrial development itself receives a smaller proportion 
of total outlays in the current plan. 


120. The basic assumption of the Second Five-Year 
Plan of the Government of Trinidad and Tobago is 
that there will be a slowing-down in the expansion of 
petroleum. The sector has been projected to grow at 
3 per cent per annum, against the rate of 7.5 per cent 
which was registered between 1957 and 1962. 


121. Given the anticipated slowing-down in petroleum, 
the central strategy of the plan is that of effecting changes 
in the structure of production, which will reduce the 
dependence of the economy on this sector. The major 
impetus is expected to come from manufacturing, where 
the target rate of growth has been fixed at 8.7 per cent 
per annum. It is hoped that exports will provide the 
main support for the expansion of manufacturing output, 
and on this premise the rate of growth for exports of 
manufactures has been set at over 15 per cent per annum. 


122. While the strategy for the manufacturing sector 
is export creation, that for agriculture is import substi- 
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tution. Here, it is expected that the expansion in pro- 
duction of meat and vegetables for local consumption 
will outpace the growth in output of export crops. This 
constitutes a marked departure from the previous pattern 
of growth in this sector, and sugar has been projected 
to grow at 2 per cent per annum, which represents only 
one-half of the rate of growth for agriculture as a whole. 


123. The only other notable change which has been 
planned, is an increased share in total output for the 
service sectors of the economy. The share of the produc- 
tion sectors (i.e., petroleum, manufacturing, agriculture 
and construction) in the gross domestic product is ex- 
pected to decline from 56.1 per cent in 1962 to 54.4 per 
cent in 1968 (see again table 9). 


124, Although the target which has been set for ex- 
ports of manufactures may appear to be ambitious, it 
is probably modest in terms of the implications of the 
plan for the balance of payments. Like Jamaica, the 
Second Five-Year Plan assumes that foreign aid will 
finance about one-third of total public outlays. In the 
previous plan period, foreign aid contributed less than 
1.5 per cent to development expenditures by the public 
sector. As far as export policy is concerned, the plan 
assumes the continuance of existing market outlets, and 
discusses the possibility of a Caribbean economic com- 
munity in very broad terms. 


125. In general, the support which the public sector 
will give to the development of the economy is reflected 
in the proposed increase in development expenditure by 
59.5 million dollars over that of the first plan (see 
appendix, table XIX). Outlays on agriculture and the 
infrastructure (transport, communications, and _elec- 
tricity) will absorb more than the increase in total ex- 
penditure, but this will be offset by reduction in spend- 
ing on tourism. The decline in expenditure on tourist 
development will also allow an increase in allocations 
to industry of some 3.7 million dollars. As the leading 
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6 per cent of additional outlays. 

126. Unlike the Jamaican Five-Year Independence 
Plan, the Second Five-Year Plan of Trinidad and Tobago 
makes specific projections of employment, It is anticipated 
that the plans for the expansion of the economy will 
generate 44,900 additional jobs over the period. A decline 
in employment is anticipated for petroleum and sugar, 
but increases are projected for manufacturing, agricul- 
ture and services. On the whole, the estimated growth 
in employment will fall short of the anticipated increase 
in the labour force by some 4,000 persons. This will 
leave the rate of unemployment at the level which existed 
in 1960. It is hoped to provide relief for the unemployed 
through special public works projects. 

127. The major recommendations contained in the 
United Nations technical assistance mission’s plan for 
British Honduras (Belize) are for a substantial increase 
in the production and export of meat, and for continued 
growth in sugar and citrus. As far as the former is 
concerned, the plan envisages that the stock of cattle 
can rise from its present level of 20,000 head to a mini- 
mum of 100,000 head by 1970. Only very brief treatment 
is given to the question of export markets. The assump- 
tion is made that British Honduras (Belize) will be able 
to dispose of its new exports of meat in North America 
and the Caribbean. 

128. In the case of North America, British Honduras 
(Belize) will have to compete on an equal basis with 
other established overseas suppliers, and with domestic 
producers, In the Caribbean, it will also face competition 
from Commonwealth suppliers such as Australia and 
New Zealand, and will encounter import restrictions in 
favour of domestic supplies, in markets such as Jamaica. 
These considerations suggest that the prospects for 
achieving the export target contained in the plan can be 
enhanced by the negotiation of special “infant industry” 
arrangements with some of the markets mentioned. 


Il. SOME STRATEGIES 


1, CURRENT ISSUES OF TRADE POLICY 


132. A consideration of the trade policies which may 
be required for the future development of the Caribbean 
economies should begin by recognizing the changing 
nature of trade relations with the Commonwealth, and 
the structural changes which these economies may have 
to undergo. On the first point, reference was made in 
paragraph 60 to the United Kingdom’s interest in non- 
discriminatory policies, in regard to its commercial 
relations with developing countries. To this must be 
added a similar interest on the part of Canada. Since 
the Second World War, Canada has generally tended to 
favour a multilateral rather than a preferential framework 
for the conduct of international trade. 


133. Indeed, since the war Canada has reduced some 
of the preferences which it extends to exports from the 
Commonwealth Caribbean. These reductions were con- 
ceded at various negotiating sessions of GATT. At Torquay 
in 1950, Canada reduced preferences on bananas, cocoa, 
coffee and grapefruit juice. At Geneva in 1956, it reduced 
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129. The importance of accelerated export 
Honduras (Belize) is also underlined by the © 
redominant role which is anticipated for ext aid. 
The plan assumes that foreign grants and loans will 
cover nearly 90 per cent of total public outlays, that is, — 
a total sum of 28 million dollars. OF this total 13.3 million — 
has already been pledged by the United Kingdom, under ~ 
the financial arrangements concerning hurricane recon- 
struction. But assurances remain to be sought and re- — 
ceived for the rest. 

130. The survey of economic potential and capital 
needs in Barbados projected a growth rate of 1 per cent 
per annum for sugar production, which corresponds 
roughly to the average for the period 1957-1963, It is 
expected that the main contribution to growth during 
1964-1973 will come from manufacturing, with a growth 
rate of 5 per cent per annum; construction (6 per cent) ; 
and services and professions, including tourism (5 per 
cent). Trade policy is not explicity discussed, since it 
is assumed that the expansion of manufacturing in 
Barbados will be geared to the customs union which 
will arise from the proposed Eastern Caribbean Federa- 
tion. The survey envisaged that Barbados will require 
external finance for some 82 per cent of capital require- 
ments by the public sector. 


131. To summarize, all of the plans recognize that 
new leading sectors will have to emerge up to 1968. 
They have also stressed the need for further agricul- 
tural diversification in regard to food production for 
the local market. The heavy reliance which all of them 
place on foreign aid accentuates the role which external 
receipts have to play in the fulfilment of over-all targets. 
And in this connexion, the importance of export pro- 
motion cannot be over-emphasized. However, it would 
seem that the matter to which they have all given least 
attention is that of trade policy. In the section which 
follows, an attempt will be made to sketch some of the 
issues that may warrant attention. 


FOR TRADE POLICY 


those on orange juice and coffee, and practically abol- 
ished one of the sugar preferences. The preference on 
imports of sugar for use in the manufacture of wine 
was brought down from 67 cents per 100 lb. to 0.008 
cents per 100 Ib. Although the reduction in this sugar 
preference was not of much practical significance, it 
has been construed as an indication of changing Cana- 
dian attitudes towards preferential relations with the 
Commonwealth Caribbean since the sugar preferences 
have symbolized trade ties between Canada and the 
West Indies since 1898. 


134. It may be prudent, therefore, for the Common- 
wealth Caribbean to allow for some modifications in 
existing trading arrangements when making plans for 
future economic growth. This does not mean that 
safeguards should not be secured for current exports 
of primary products. The complete loss of existing con- 
cessions would undoubtedly have very adverse effects 
on these economies, especially during the short period 
For example it has been estimated that if the United 
Kingdom preference on bananas is withdrawn Jamaica 
would face a short-run loss in export receipts of about 


n dollars.2? 


the Commonwealth Caribbean should begin thinking of 
_ ways in which compensating safeguards can be secured, 
_ through schemes for the stabilization and expansion of 
export receipts from commodity trade. This will require 
more than a defensive position in relation to existing 
_ preferences. It will demand a positive approach, in co- 
_ operation with other developing countries, in finding 
_ solutions to current commodity problems. 


-__ 136. Action of the latter kind may take several forms. 
4 The - Commonwealth Caribbean may explore the pos- 
E sibility of negotiating a scheme of financial compensation 
s for the loss of preferences in the United Kingdom and 
7 Canada, on a basis comparable to the arrangements 
_ which exist between the European Economic Community 
z and the former French territories in Africa. The matter 
may also be tackled on a more multilateral level, in- 
volving agreements in relation to individual commodities, 
between preferential importing countries on the one hand, 
and both sheltered and unsheltered exporting countries 
on the other. Such agreements may contain guarantees, 
for a specific period, of minimum import expenditures 
and export receipts in regard to importing and export- 
ing countries respectively, possibly on a_tapering-off 
basis. These guarantees may be supported by compensa- 
tion funds, which can be financed on the basis of short- 
' falls in import expenditures, and excesses in export 

_ receipts. 

137. Another course of action may be for sheltered 
and unsheltered exporters to pool their efforts for secur- 
ing reductions in transport and marketing costs in respect 
of particular commodities. In the case of bananas, for 
example, f.o.b. export prices account in several cases 
for about one-fifth to one-quarter of final retail prices.*° 
If transport and distribution costs can be reduced, it 
may be possible for preferential arrangements to be 

. dismantled, without much loss of export income to 
protected countries. 

138. In any event, existing Commonwealth arrange- 
ments are not likely to be of much help in the develop- 
ment of new primary production or manufacturing. 
The United Kingdom preference on most types of beef 
exceeds hardly 5 per cent. Moreover, in May 1963 the 
United Kingdom introduced new measures for controlling 
imports of meat, so that home production would have 
a “proper share” in the future growth of demand. These 
measures are likely to prevent any major expansion in 
sales of beef to the United Kingdom market.*? 

139. As far as manufactures are concerned, exports 
from the rest of the Commonwealth to the United King- 
dom and Canada are eligible for sizable preferential 
margins. But one must also take into account the terms 
on which Commonwealth manufactures are permitted 
to compete with domestic production in the United King- 
dom and Canada. For example in the case of goods 
such as textiles and clothing, exports from the Com- 
monwealth are subject to tariffs of between 10 to 15 
per cent, ad valorem. Moreover, it should be noted that 


39GATT, Trade in tropical products (Geneva, 1963), p. 78. 


40 Jbid., p. 60. 5a 
41 FAO, er rade “in agricultural commodities in the United 


Nations Development Decade, op. cit., pp. 11-18. 


r annum, and the Windward Islands _ on some textile items, the EFTA countries already aa <= ; 


"changing nature of United Kingdom and 
mmercial relations imply, however, that 
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higher preferences in the United Kingdom than the 
Commonwealth members. This will no doubt apply more 
generally as the transitional period for EPTA draws 
to a close. . 2 = 

140. Finally, both the United Kingdom and Canada 
have taken non-tariff action to protect their domestic 
production of textiles from “market disruption” by Com- 
monwealth competitors. It cannot be ruled out that 
similar action may have to be taken in the future against 
other manufacturers, if and when the circumstances 
warrant. It should be mentioned here that the Common- 
wealth Preference arrangements were not designed for 
facilitating inter-Commonwealth competition in manu- 
factures. For the most part, they were intended to foster 
complementarity between manufacturing and primary 
production originating from the tropical and temperate 
zones of the Commonwealth, 


141. Given the limitation of current Commonwealth 
arrangements in respect of the development of new 
exports, the question arises as to where the Common- 
wealth Caribbean should seek markets for these products. 
Once allowance is made for the trading arrangements 
which exist in other areas in the world, it may seem 
advisable to start by looking for markets near to home. 


2. INTRA-REGIONAL TRADE AND ECONOMIC CO-OPERATION 


142. At present, intra-regional trade plays only a 
secondary (if not minor) role in the total commerce of 
the region, involving just a few territories, and a small 
number of commodities. Trinidad and Tobago and Brit- 
ish Guiana are the only main territories in the area 
which dispose of more than 10 per cent of their exports 
in the Caribbean market. (See appendix, table XXI.) 
In the case of the smaller territories, especially the 
Windward Islands, trade with the rest of the region 
tends to assume greater importance. For instance, St. 
Vincent has built up a sizable trade in vegetables with 
other territories in the Eastern Caribbean, and thus sells 
over 20 per cent of its total export to the regional market, 
On the import side, the figures for the Windward Islands 
are somewhat misleading, since a large proportion of 
their imports from the rest of the area consists of trans- 
shipped goods. 

143. A closer examination of the currents of intra- 
regional trade confirms the high degree of territorial 
and commodity concentration in this trade. In 1961, 
Trinidad and Tobago and British Guiana supplied 
together over 80 per cent of the exports which moved 
between the six countries and territories included in 
table 10. Jamaica, on the other hand, was the largest 
importer of regional goods, purchasing nearly one-third 
of the total value of intra-regional exports. The table 
reveals also that the trade was dominated by three com- 
modities—petroleum, rice, and fertilizers—whose com- 
bined share of the total value of trade was nearly 
80 per cent. 

144. The low level of intra-regional trade in goods 
is only one aspect of the relative economic isolation 
which exists between each Caribbean economy and its 
neighbours. Intra-regional movements of services and 
credit are a mere trickle compared with the movements 
which take place on an extra-regional basis. Transfers 
of loanable funds, in so far as they take place on a sig- 
nificant scale, are usually determined by decisions taken 
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Territory 
of origin 


"Trinidad and Tobago 


=p fee 
= eee ek British Guiana 7,344.3 
Rea lizemien. see ion.aes.seewcnen trinidad and-Tobaga 2,370.8 


Tota. 3 commodities 


a Exports, f.o.b. (includes re-exports). 


in the metropolitan centres, where the head offices of 
the commercial banks and other financial institutions 
are located.*? 


145. Similar deficiencies exist in respect of transport 
and communications. Air and shipping services between 
the Caribbean and the rest of the world are much more 
regular and adequate than between the territories them- 
selves. It has been alleged that it often takes less time 
to communicate by letter, telegram, or telephone, between 


42 A. Bloomfield, “Central banking arrangements for the West 
Indies Federation: issues and policies”, Studies in Federal Eco- 


Sources: Official trade reports of individual countries and territories. 
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any one of the territories and New York or London, 


than with neighbouring economies in the area. 

146. These deficiencies, nevertheless, can be overcome 
gradually, if a concerted effort is made to exploit the 
existing potential for intra-regional trade. Current levels 
of import expenditure in the Caribbean area offer good 


export opportunities for producers of meat and light — 


manufactures. As observed earlier, the area as a whole 
has by no means exhausted the possibilities for regional 
import substitution in respect of a wide range of food- 
stuffs and manufactures, Table 11 lists some of these 


possibilities, on the basis of world exports to the area 


nomics No. 2, University of the West Indies, 1962. in 1962. 


Table 11 
WORLD EXPORTS OF SELECTED PRODUCTS TO MAIN TERRITORIES IN THE CARIBBEAN, 1962 


(Thousands of dollars) 


SO eee SO Re ee 
Trinidad British 


4 
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Netherlands French 

Selected products Jamaica and Tobago Barbados Guiana Surinam ~ Antilles Aniilles*® Others? Total - 
<li ala 2 Sa aR 
ict ie 1,143 2,409 251 abe 126 1,995 696 847 7,467 
weit, ie 3.766 7,463 731 2,593 155 1,000 4,935 2,392 23.035 
Pee 786 1,071 182 471 355 861 501 635 4,862 
Cones iabrce fo 6,076 3,813 746 1,183 1,088 886 1,973 1,251 17,016 
Goes Soe. 600 336 212 118 = 369 513 633 2.781 
Mem pWitatuage =F Soces.... 755 1,461 bis 172 me 874 558 349 4,169 
Nails, bolts, ete...........0.0. 279 344 i, 130 _ 210 213 1621338 
enn 663 1,224 oS 192 185 171 236 312 2.983 
Mecewares chawieral +... 859 936 225 223 100 238 847 228 3,656 
no 962 1,410 171 383 184 914 1,934 783 6,741 
ali ae 236 120 100 a 259 385 ne 1,100 
Cina) a ee 1,885 2,274 1,179 302 409 7,693 4,135 507 18.564 
hin oa oe 1,075 3,740 615 1,229 1,213 1,967 2.450 832 13,121 


Source: United Nations, Commodity Trade Statistics, 1962. 
4 Only Guadeloupe and Martinique. 


b British Honduras (Belize), Windward and Leeward Islands. 
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shows that the Commonwealth Carib- 


_ 148. The problems of closer economic co-operation 
in the Caribbean cannot, however, be ignored. To begin 
_ with, the various groups of territories are currently 
_ aligned with different trading blocs, The commitment of 
- the Commonwealth Caribbean to Commonwealth prefer- 
ence has already been discussed. The French and Dutch 
groups are linked with their metropolitan countries, and 
latterly have become associated overseas territories of 
the European Economic Community. Puerto Rico and the 
Virgin Islands are part of the customs area of the 


United States. 


149. In some cases, however, existing arrangements 
may not preclude special inter-Caribbean arrangements. 
The United Kingdom’s association with EFTA provides 
a precedent for differential trading arrangements between 
the Commonwealth Caribbean and non-Commonwealth 
countries. Similarly, the present Convention of Associa- 
tion between the European Economic Community and 
its overseas associates contains some provision for the 
latter to enter into special trade agreements with third 
countries. It should not be assumed, therefore, that the 
current political and economic ties of the individual ter- 
ritories are an insuperable obstacle to closer co-operation 
between them. 


150. A more fundamental problem is that the region 
consists of different types of economies, when considered 
in terms of their incremental comparative advantages 
in production. Consider, for instance, the territories of 
the Commonwealth Caribbean. Very generally, they can 
be classified according to whether they possess compara- 
tive advantages in manufacturing or new primary pro- 
duction, or in established primary production or tourism. 
Jamaica, Trinidad and Tobago, British Honduras (Belize) 
and British Guiana fall broadly into the first category, 
while Barbados, the Leeward and the Windward Islands 
fit more easily into the second. 

151. It is easy enough to see how a scheme of regional 
economic co-operation, involving increased possibilities 
for import substitution, can assist the growth of exports 
in the first set of territories. But since the markets for 
the “growth” exports (sugar, bananas, and tourism) of 
the second group of territories lie outside of the region, 
a scheme of regional integration will not ordinarily confer 
much direct benefit on their economies. 

152. Apart from this, exporters of primary products 
and tourist services may need more liberal import policies 
than may arise from a scheme of integration which is 
designed to extend infant industry protection to regional 


43 Five-Year Independence Plan, op. cit. p. 67. The value 
added in textiles and textile goods is nearly 50 per cent value 
of gross output. See, Government of Jamaica, Department of Sta- 
tistics. Report on’ a survey of industrial establishments, 1960, 
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. manufactures. In their case, liberal import policies ‘are 


advantageous in at least two ways. First, they will tend 
to keep the prices of wage-goods down. This is particu- 
larly important in the tourist industry, where consumer 
goods are both wage-goods and direct inputs into the 
sector. Second, a tourist area must be able to offer a 
wide variety of consumer and luxury goods to visitors, 
since a reputation as an international shopping center 
increases the attractiveness of the country to foreigners. 

153. This is not to say that special arrangements 
cannot be worked out to ensure that integration will 
help to promote growth in these islands. One such 
arrangement may be to adopt a co-ordinated approach 
to tourist development. As noted earlier, tiny islands can 
offer only limited attractions to the tourist. Owing to 
the capricious nature of tourist demand, it may only be 
possible to sustain demand by offering a diversified 
package of attractions. This provides a case for the 
development of tourism on a regional basis, involving 
schemes of “island hopping”, joint planning and devel- 
opment of recreational facilities, and the co-ordination 
of transport and communications. 


154. Another such arrangement may be for the first 
group of territories to agree to give some room to the 
exports of the second group, in cases where they are 
competitive exporters to extra-regional markets, In return, 
the second group will extend to the first greater access 
to their market for manufactures. Such an arrangement 
can be called “export substitutions”. From the standpoint 
of demand, it is probably easiest to arrange if the coun- 
tries concerned are exporting to sheltered markets in 
the rest of the world. On the supply side, its feasibility 
will depend on the extent to which participating Gov- 
ernments are able to regulate their production and trade 
in respect of the commodities concerned. In the context 
of the Commonwealth Caribbean, sugar offers the best 
possibility for such an arrangement, since production 
and trade is already controlled on a regional basis. But 
it is conceivable that a scheme can be worked out for 
bananas as well. 


155. Failing either of these possibilities, resort can 
be had to the provision of migration outlets and/or 
fiscal transfers. In general, however, all of these special 
arrangements involve a tight form of economic integra- 
tion. Experience with previous schemes along these lines 
suggests that it may be unwise to think of starting with 
anything but a fairly loose form of economic co-operation. 


156. The foregoing remarks can form the basis of 
an approach to the question of integration. As a first 
step, the principle may be accepted of promoting the 
process of closer economic co-operation between as many 
of the Caribbean countries and territories as may wish 
to participate. In furtherance of this general aim, regular 
consultative machinery may be set up to deal with matters 
of common interest such as: (a) the development of 
tourism; (b) transport and communications; (c) har- 
monization of industrial incentives; (d) intra-regional 
credit facilities; (e) external trade policy. 


157. In this connexion, the role of the Central Ameri- 
can Economic Co-operation Committee in promoting the 
integration of that area is deserving of study. The Com- 
mittee was set up in 1951 and is composed of the Min- 
isters of Economy of the various countries. The ob- 
jective of the Committee is to further the economic 
integration of Central America by promoting investiga- 
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158. With the assistance of the secretariat of the 
United Nations Economic Commission for Latin America 
and of other United Nations technical experts, the Central 
American Economic Co-operation Committee has been 
the main institution for doing the preparatory work in 
connexion with the Central American Integration Pro- 
gramme, Panama participates in some of the work of 
the Committee, although it is not a member of the com- 
mon market. 

159. The Committee has conducted a wide range 
of investigations into the economic problems and pros- 
pects of the area, and was responsible for drafting all 
of the major agreements which led up to the General 
Treaty on Central American Economic Integration, which 
was signed in 1960. Such preparatory work included 
the drafting of an agreement for free trade within the 
area (the Multilateral Treaty on Free Trade and Central 
American Economic Integration, 1958) ; the working out 
of a common customs nomenclature (NAUCA); the 
drafting of the common external tariff, embodied in the 
General Treaty on Central American Economic Integra- 
tion; and the supplementary agreements relating to in- 
dustrial integration and uniformity of fiscal incentives 
for industrial development. 

160. To the above must be added the work done 
towards the establishment of regional institutions such 
as the Advanced School of Public Administration 
(ESAPAC), the Central American Institute for Indus- 
trial Research and Technology (ICAITI), and the Cen- 
tral American Bank for Economic Integration (BCIE). 
It is largely due to the Committee’s efforts that, in the 
words of outside observers: “Central America has one 
of the most advanced movements towards economic in- 
tegration among sovereign nations to be found anywhere 
in the less developed world.’** 

161. Even if a committee of economic co-operation 
in the Caribbean cannot set its original sights beyond 
mere consultation, a few of the larger territories in the 
area (say Jamaica, Trinidad and Tobago, and British 
Guiana) may further the process of integration by nego- 
tiating a free-trade area arrangement between themselves. 
Such an arrangement may aim initially (i.e., during the 
transitional period) at giving regional preferential treat- 
ment to selected commodities, based largely on the exist- 
ing possibilities for import substitution on a regional 
basis. Indeed, if the changes which were proposed by 
the United Nations Conference on Trade and Develop- 
ment in respect of the rules of international trade are 
implemented early enough, it may even be possible to 
start with just a limited preferential agreement. 


162. One of the main issues which may arise in the 
negotiation of a scheme of integration concerns the re- 
gional distribution of new industries. It is difficult to 
propose any hard-and-fast criteria for the distribution of 
industry between participating countries, in the absence 


44 Committee for Economic Development, Economic develop- 
ment of Central America (New York, November 1964), p. 12. 
See also, United Nations Economic Commission for Africa, The 
significance of recent Common Market developments in Latin 
America (E/CN.14/64), 2 December 1960. 
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heir recent patterns of export deve 
graphs 72 to 75). As was noted above g 

exports of manufactures in British Guiana was 
almost wholly on resource-based products. This 
its more favourable resource endowment compared 
the other territories in the area, and lends some sup 
to the view which has been expressed elsewhere, t 


the long-term comparative advantage of this erritory 
may lie in producing intermediate goods, simple capital 


goods, and resource-based manufactures.*® 


163. As far as Jamaica and Trinidad and Tobago 
are concerned, it was observed that the former territory 


tended to specialize in labour-intensive manufactures, 
such as textiles and clothing. On the other hand, Trinidad 


and Tobago did rather better with less traditional prod- 


ucts. Although it is difficult to document the point em- 
pirically, there is some evidence to show that Jamaica 


is more of a labour-surplus economy than Trinidad and 
Tobago. For one thing, Jamaica has a higher rate of — 


unemployment; in 1960 it was 12.7 per cent, compared 
to 10.6 per cent in Trinidad and Tobago. In the second 
place, real wages (at least in manufacturing) are prob- 
ably lower there.** Thirdly, it appears from recent census 
figures that the labour force in Trinidad and Tobago 
has a higher level of educational attainment than that 
of Jamaica.*? 


164. One may envision, therefore, a scheme of re- 
gional integration which will assist British Guiana in 
developing exports of resource-based products (wood 
and forestry products, jewelry and precious stones, alu- 
minium and simple metal manufactures such as house- 
ware and containers), will permit Jamaica to pursue her 
emphasis on highly labour-intensive manufactures (cotton 
fabrics, clothing, footwear, handbags and travel goods, 
toys and sporting equipment), and will give some rein to 
the possible comparative advantage of Trinidad and 
Tobago in more skill-intensive products (chemicals, tools 
and light machinery, electrical appliances, radios, tele- 
vision sets, record players, refrigerators). 


165. Once the criteria for the regional distribution 
of industry are settled, it may then be possible to nego- 
tiate an agreement which will provide for the designation 
of “regional industries”. In this respect, some guide- 
lines may be provided by the Agreement on the Regime 
for Central American Integration Industries‘® This 
agreement pursues the broad objective of promoting 
the establishment of regional-scale industries on an eco- 
nomic basis and avoiding the waste of scarce resources, 
while attempting at the same time to achieve an adequate 
balance between the member countries with respect to 
industrial location. The “integration industries” that are 
eligible under the Agreement are defined as those com- 
prising one or more plants, which require access to the 


45 Pp, Newman, “The economic future of British Guiana”, Social 
and Economic Studies, vol. 9, no. 33, December 1960. 

46 For example, average weekly earnings in manufacturing in 
Trinidad and Tobago were 13.3 dollars in 1960, while in Jamaica 
they were 12.3 dollars in 1961; and it is generally acknowledged 
that Jamaica has a higher price level. 

41. GW. Roberts and N. Abdulah, Some observations on the 
educational position of the British Caribbean (mimeographed). 

48 For the English text of the Agreement, see United Nations 
Multilateral Economic Co-operation in Latin America, United 
Nations publication, sales no.: 62.11.G.3, pp. 23-26. 


whole Central American market in order to operate 
under reasonably economic and competitive conditions 
; si aoe capacity (article Tl). 
4 . The products of plants designated as integration 
_ industries will enjoy free trade ahaa the corte 
_ market. In contrast, the same products of plants, not 
_ so designated, would be granted successive annual reduc- 
tions of 10 per cent in the applicable Central American 
_ common tariff, beginning with the entry into operation 
of the first plant enjoying the benefits of the agreement. 
_ The integration industries are also granted the maximum 
_ tax concessions provided under the Central American 
_ Agreement on Fiscal Incentives for Industrial Devel- 
£4 ‘opment. 
_ 167. The actual designation of integration plants is 
e to be made by special protocols for acheter which 
Zz will stipulate: (a) the minimum capacity and location 
_ of the plants; (b) the quality standards for the products 
s and other requirements deemed convenient for the pro- 
__. tection of the consumer; (c) regulations regarding the 
"participation of Central American capital; (d) the com- 
mon external tariffs applicable to imports of similar 
products into the area; and (e) any other provisions 
designed to ensure the attainment of the Agreement’s 
objectives. 

168. In the context of a foreseeable Caribbean free- 
trade or preferential agreement, it would appear that 
different practices may have to be followed, Unlike 
Central America, there would not be a common external 

_ tariff.4° This means that in order for each territory to 
give equivalent protection to regional industries from 
outside competition, some agreement might have to be 
reached on the equalization of relevant duties. Failing 
this, resort may be had to quantitative restrictions com- 
bined with duty free quotas for the products of regional 
industries. However, in employing these devices the 
Caribbean territories may have less room for manoeuvre 
than Central America, since all of the former territories 

» are members of the GATT. In the case of Central 

; America, Nicaragua is the only country which has 


acceded to the GATT. 

169. A more difficult issue is the question of com- 
petition between designated regional industrial and exist- 
ing plants. It may be that this problem will assume 
greater significance in the Caribbean than in Central 
America, since several of the best possibilities for re- 
gional import substitution refer to products which are 
already being produced in some of the territories. Textiles 
and clothing are cases in point; so also are paints and 
metal containers. Serious problems would undoubtedly 
arise if, for example, Jamaica were to insist on having 
its textile industry designated as an “integration in- 
dustry”, to the detriment of the textile mill in Trinidad 
and Tobago. Similarly, the production of metal con- 
tainers in Jamaica and Trinidad would be adversely 
affected, if it were decided to assign a new metal con- 
tainer plant to British Guiana, enjoying exclusive prefer- 
ential treatment in the area. 

170. It is clear that in these cases the “integration 
industry” concept is not applicable. In fact, in Central 
America, this concept has been applied only to new 
industries requiring access to the whole or a substantial 


49Jt should be noted that when the Central American agree- 
ment was negotiated (1958), there was only provision for free- 
trade area arrangements. 


part of the regional market for one plant to be able to 
operate economically (e.g., automobile tires, insecticides, 
caustic soda, synthetic fibers). In the case of light in- 
dustries, such as textiles, clothing and metal containers, 
the domestic market in some of the larger Caribbean 
territories is sufficient for at least one plant to operate 
with a reasonable degree of efficiency. Moreover, in some 
cases, for example the Jamaican textile and clothing 
industry, Caribbean producers are able to compete in 
highly industrialized markets abroad. 

171. In such cases there would be no economic justi- 
fication for granting exclusive free trade or preferential 
treatment to a given industry in any one country or 
territory within the free trade zone. The objective, 
rather, should be to promote import substitution at the 
regional level, without seriously disrupting production 
in the participating territories. This could be done 
through the use of duty-free import quotas, which would 
permit regional industries to capture that portion of 
the market which is being supplied from extra-regional 
sources, and at the same time would protect existing 
levels of production in the participating countries. The 
use of measures of this type, however, should be limited 
to the initial period of formation of the free-trade zone, 
in order to permit existing industries to adjust them- 
selves to the new competitive conditions. At the end of 
this period all restrictions on intra-regional trade should 
be removed. Otherwise, the process of economic integra- 
tion would be extremely slow and uncertain, with the 
additional risk of perpetuating inefficient industries now 
operating in very small markets. 

172. If a successful start is made with a limited free 
trade area, experience of its operation may encourage 
advances towards a closer form of integration, involving 
perhaps a larger number of territories. Moreover, the 
investigations and discussions which will take place 
within the general committee for economic co-operation 
should facilitate the identification of the specific prob- 
lems of integrating a larger number of territories, and 
of the bases which exist for closer economic ties. 


3. ECONOMIC RELATIONS WITH LATIN AMERICA 


173. Longer-term horizons may indicate the need 
for intensifying trade relations with Central and South 
America. The Caribbean area as a whole is, by any 
reckoning, a very small market. For example, the total 
population and domestic product of all of the main 
Caribbean territories (whether independent, British, 
French, American, or Dutch, and including the Domini- 
can Republic and Haiti) is only equivalent to one-fifth 
of the population, and less than one-third of the gross 
domestic product of Brazil. In the not too distant future, 
therefore, Caribbean producers (especially manufac- 
turers) will be looking for new markets to conquer. 
It follows that efforts should be made to prepare the 
ground for these future requirements. 

174. At present, trade between the Caribbean and 
Latin America is rather minimal. Trinidad and Tobago 
is the only territory in the area which purchases more 
than 3 per cent of its imports from the Latin American 
region (see appendix, table XXII). Moreover, its imports 
from the region consist predominantly of petroleum 
(see appendix, table XXIV). Otherwise, Caribbean im- 
ports from Latin America involve only a limited range 
of foodstuffs and raw materials. Among these are meat 
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rl oe impo! 7 ee na 2 
and Uruguay sells small quantities of leather to Jamaica. 


‘tion, Barbados imports some animal feed from Argentina, 


175. Manufactures occupy an insignificant place in 


Latin American sales to the Caribbean area. The trade 


figures for 1962 show Venezuela as selling some 4 million 
dollars of machinery and transport equipment to British 
Guiana and Jamaica. But there is no previous evidence 
of any trade between the respective countries in this com- 
modity group. Venezuela has, however, been building up 
a small export trade in cement with Barbados and British 
Guiana; and so has Honduras with British Honduras 
(Belize). As far as other products and countries are 
concerned, Colombia exports small quantities of cotton 
yarn and thread to the area, and Mexico has a minute 
trade in manufactures of silver. 

176. On the export side, the only notable development 
has been the sale of Caribbean bauxite and alumina to 
Latin America. British Guiana has been selling crude 
bauxite to Argentina, Colombia, and Mexico, while 
Jamaica has been exporting alumina to Brazil. In both 
cases, sales represent less than 5 per cent of total exports 
of the commodities concerned. Here again, Trinidad and 
Tobago dominates the trade, with the sale of refined 
petroleum products to Brazil, Colombia, and some of 
the Central American countries. In addition, Trinidad 
and Tobago exports small quantities of clothing to the 
Venezuelan market. 

177. The low level of trade between the two regions 
is partly due to competing production, in respect of 
primary products and light manufactures. And this has 
been accentuated by trade barriers on both sides, involv- 
ing both high tariffs and non-tariff restrictions.°° As far 
as light manufactures are concerned, it may not be 
easy for either side to ease their current restrictions 
on imports. This applies particularly to textiles and cloth- 
ing. In Central America, for example, cotton fabrics 
and clothing were among the commodities which were 
accorded slower rates of liberalization in the General 
Treaty of Economic Integration. A very similar treatment 
has been extended to textiles in the programme of the 
Latin American Free-Trade Area (ALALC). 

178. Even if trade restrictions were removed, the 
short-run outlook for Caribbean light manufactures in 
Latin America may not be very promising. There are, 
first of all, the marketing problems connected with entry 
into a new market—getting distributional outlets, catering 
to new sets of tastes, specifications, and so on. Secondly, 
there is the problem of transport facilities and costs. The 
Caribbean is not particularly well located for serving 
some of the main consuming centres of the region. To 
take one example, in Central America most of the major 
consuming centres are located nearer to the Pacific than 
to the Atlantic Coast, and communications with the 
Atlantic Coast are relatively under-developed, Or, take 
the case of British Guiana, which although sharing a 
common frontier with Brazil, is separated by vast 
distances and poor communications from the large 
consuming areas in the southern part of that country. 
Similar problems exist in respect of accessibility to the 

50 A brief treatment of the pattern of restrictions existing in 
the individual countries is contained in the IMF Fifteenth 
annual report on exchange restrictions, 1964, Washington, D.C., 
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goods to the Caribbean. In the case of durables, motor 


vehicles are an obvious opportunity, bearing in mind © 
existing excess capacity in Latin America and current 


levels of import expenditure in the Caribbean. As far 
as other categories are concerned, the Caribbean region, 
being notoriously short of natural resources, will con- 
tinue to import an overwhelming proportion of its 
requirements of metals and heavy machinery. Here again, 
transport facilities, quality standards and distribution 
and maintenance services are probably more important 
barriers to current trade than trade restrictions. In 
respect of metals and heavy machinery, duties in the 
Caribbean on most items are not much more than 5 
per cent. And in practice, the bulk of these commodities 
are imported duty-free, irrespective of source, under 
the various industrial incentive laws. 


180. In general, there is no reason why, in time, 
the Caribbean and Latin America should not contemplate 
preferential arrangements between themselves, involving 
exchanges of light manufactures against intermediate 
and capital goods. In the meanwhile, a start can be 
made in specific directions. One way is to set up con- 
sultative machinery to consider the patterns of develop- 
ment taking place in the different parts of these regions, 
particularly in respect of the utilization of natural 
resources such as bauxite. For one thing, this would 
improve the flow of information concerning the devel- 
opment plans and policies of the two regions, which 
would facilitate the co-ordination of efforts, where this 
is feasible. In furtherance of the same purpose, the 
Caribbean may seek observer status at some of the 
meetings being held between Latin American manu- 
facturers, under the respective programmes of integration. 


181. Another way is for Caribbean Governments to 
give consideration to Latin American sources of supply 
in their purchases of materials and equipment for 
capital works, by inviting tenders from countries in the 
region. Yet another way is for Latin American Govern- 
ments to agree to abolish any trade restrictions which 
discriminate specifically against imports from the 
Caribbean. The Venezuelan Antillean tax is a case in 
point. Again, Latin American Governments may give 
consideration to easing exchange restrictions against 
tourist expenditure in the Caribbean by their residents, 
in cases where these may be having repressive effects 
on demand. 


182. Finally, both regions may agree to consult 
more regularly on matters of external policy, in an 
effort to find common basis for co-operation; recognizing 
all along, the varying circumstances of their economies, 
This is especially important in relation to the external 
marketing of tropical agricultural products. If Latin 
America and the Caribbean can agree on approaches to 
the question of the orderly marketing of products such 
as bananas, a substantial step forward will be made 
in finding international solutions to some of the problems 
which beset commodity trade. 


179. From the Latin American point of view, atten A 
tion may be paid to the prospects of developing sales 
of heavy consumer durables and intermediate and capital 
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Sources: Jamaica: Five-Year Independence Plan, 1963-1968 (Government Printer, Kingston 
1968) 5 Tzinidad and Tobago: Central Statistical Office, The National Income of ‘Trinidad’ and 
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Table II 


CoMMONWEALTH CaRIBBEAN: TOTAL DEMAND AND SUPPLY OF GOODS AND SERVICES 
(Millions of dollars) 


Trinidad 


Jamaica and Tobago Barbados : British Guiana 

1953 1962 1953 1962 1953 1959 1953 1960 

eS 302.5 638.2 171.1 434.6 23.3 34.2 92.1 117.2 

Bo (a). Private <...:......+ sareees 272.5 557.8 141.9 363.0 19.5 30.2 79.4 96.7 

me (5) Public ...... Ee PER A 30.0 80.4 29.1 71.6 3.8 4.0 12.7 20.5 

2. Fixed capital formation........ sprog 126.6 46.0 172.3 3.9 11.0 15.7 $1.3 

3: Changes in stocks............-.+% 3.1 10.9 4.1 1.6 —0.9 0.4 —1.4 11 

_ 4. Exports of goods and services.... 87.9 248.4 166.9 407.9 16.5 20.7 49.9 83.1 
5. Total demand for goods and ser- 
vices (sum of 1 to 4) = total 

me eupply (6 -- 7)... one e neces 432.9 1,024.1 388.1 1,016.5 43.3 66.2 156.2 252.7 
6. Gross domestic product at market 

ETE no ong 9. 2icis Gislnhain' + puaiéoueie an1610 = 324.3 752.5 238.0 619.4 26.1 39.3 113.8 156.5 

_ 7. Imports of goods and services.... 108.7 271.6 150.1 397.1 16.6 26.9 42.5 96.2 


NS a 
-: — Sources: See table I and table 1 of text. : 


Table III 


JAMAICA: EMPLOYMENT AND LOCAL EXPENDITURE OF BAUXITE AND ALUMINA COMPANIES, 1958-1963 
(Miilions of dollars) 


1958 1959 1960 1961 1962 19638 
ee Ga i  ———————————————e—e 
Expenditure 
1. Taxes and royalties......... 12.9 115 16.5 17.1 20.4 14.8 
2. Wages and salaries......... 10.4 8.4 9.2 9.5 11.5 eZ, 
Be Ottery a ss cee Gee eases 12.9 10.9 7.0 7.8 10.9 15.7 
Ae Votalo wae wsee caves 36.1 30.8 52.8 34.4 42.8 418 
151 
a a 
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P62 ae hea 
= 20-5, 39> he ie 6.7 
5 mment ... os cP Say RS Ce eee oS) ae OL Bs See 
6. Housing .. — eigen 1S SB GIS Dl capi soe QO 
7 agrees Gisrolwhectae Slelaselgceial ge nin RES oe eee 24.6 26 . 188 > 
8. Other sectors® — Soon En 4 57.1 57.1 55.7 39.8 39.8 41.7 
108.7 1459 132.7 = 129.1 = 142.0 1353 126.6 


Soa Government of ee Economic pee 1961 and 1962. 
4 1956-1959: includes transport. 


Table V 


TRINIDAD AND TOBAGO: GROSS FIXED CAPITAL FORMATION BY SECTORS, 1951, 1953 anp 1957-1962 
(Millions of dollars) 


1951 1953 1957 1958 1959 1960 1961 19625 


1 Oil -well-drilling sme scnsete 85 13.9. 187 236 265° 318 22 335 _ 
2. Other capital formation in 

petroleum ........ eee ree | 48 20.2 18.25 33.4 ==<275-..21.9.. 5291 
3. Capital formation in rest of 

private ‘sector. ....i0ele0scc os 17.6 19.3 42.6 52.9 57.3 69.8 73.2 4p 4: 
4. Capital formation in public 

SECLOD S55 c:caesins tee 5d G9 12.62 A904 = 246A 27 4 eee Re 
5. Total fixed capital formation 40.7 46.0 94.1 141 1415 1565 151.0 1723 


Source: Government of Trinidad and Tobago, The National Income of Trinidad and Tobago, 
1952 to 1962. - 


® Preliminary. 
Table VI 


British GUIANA: COMPOSITION OF GROSS FIXED CAPITAL FORMATION, 1957-1960 
(Millions of dollars) 


1957 1958 1959 1960 
1. Retained imports of machinery............- Stealers Pours SLES Be) 15.0 16.1 29.5 
2. Domestic production of machinery............-...0.. 0.4 1.6 3.1 44 
3. Private building and construction.................0-- 14.4 5.3 4.9 8.2 
4. Government building and construction............... ial 9.2 8.1 5.8 
5. Capital sunk in plantations and mines................ 15 5.6 2.4 3.4 
6. Total fixed capital formation...........seccecseccese 36.9 36.7 34.6 51.3 


Source: Government of British Guiana, Quarterly Statistical Digest, June 1962. 


Trinipap AND Topaco: IMPORTS OF CRUDE PETROLEUM, 1953-1963 
(Thousands of barrels) 


1953 1954 = 1955 1956 1957 1958 1959 1960 ; _ 1961 1962 1968 : = 


“Crade petroleum ........+..... 16265 16439 17,419 19,588 18,289 25,529 31,642 40218 62,847 64502 69,863 
Total supply of crude petroleum : 2 eS 


{imports and production).... 38,601 40,069 42,315 44,773 52,352 62,884 72,561 82,576 108,615 113,468 118,541 


- Ratio of imports total supply 


‘ 


\ 


hd bh 
~ 


PESO AN TAS NER AEN 


a Ee eee 42.1 41.0 41.2 43.7 34.9 40.6 43.6 48.7 57.9 56.9 58.9 


Ss eo Office, The National Income of Trinidad and Tobago, 1951 to 1961 and Quarterly Economic Report, 


Table IX 
CoMMONWEALTH CARIBBEAN: CONSUMER PRICE INDEXES, 1954-1962 
(1958 = 100) 


1954 1955 1956 1957 1958 1959 1960 1961 1962 


Barbados ...ccccccecsessess 93 95 95 98 100 102 103 105 107 

British Guiana ............. 98 100 98 99 100 103 103 104 108 

Panising on sevcsserscsseeees . Ob 92 92 9 100 103 106 113 115 

Trinidad and Tobago........ 89 93 94 9 100 103 105 106 ~=# 109 

—_——— 
Source: United Nations Statistical Yearbook, 1963. 


Table X 


TRINIDAD AND TOBAGO: INDEX OF PRICES AND WAGES, 1953-1963 


VV 


Index of prices Index of wages® 
(all industries) 
Food All items (1956 = 100) 


Year 


) 9 pied Ee ee ree ee 
January 1956 = 100 


953... cccsweccccccccensscosrscccoenscccves 90.8 93.7 87.4 
1954) Feces Sera ol Lela epaher stein aT -colacalslisjinlaloiei0 siex.0i8)05° 92.0 94.3 89.9 
HOSS aneage aigernia oelelciueitte Mietalatar= a.sjals 0:6 4/s.0\0.9°00'9.* 99.6 99.3 94.8 
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t able ie x Pr 


Econ 


Por 


MMONWEALT wt CARIBBEAN: eee =a (seuneren ‘SITC crovrs) 


: 
i 
j 
| 

a f . — p> 355 Ts Sa : 
ang  wice i. ae re: ee uiligne of elas Be be Se ee Said gn ee SE =e 


a en OAT Food, beveqagenand bacco. = ge 
d = Total Ag, ise GE aimee 1 Le OO nae eed See. 
Unset ee LS O88 198 50 207 
oe British: Colaiar. caccveas.< nominee +: 31.9 40.6 47.5 52.0 en a oe 
British Hoes (Belize) .. = Lt 2.0 ie 55 4.0 — ts, 
Jamaica ........ es Ra ie Tae RY, 73.3 0 PP SB 73.9-=- Se 
7 Trinidad and Tobago....... an 30.9 37.0 OR agua eemaer , MOE 
2: Crude ‘materials, except fuels v 
Total S32 eer ee Aa eee Aer 87.9 100i ed = 
Barbados ..... et aeRO SS = 0.1 01 0.1 : 
British Guiana ........ Sas Cee Re 15.2 19.8 21.2 Pe eee | 
British Honduras (Belize)........ = 3.1 3.1 3.1 21 ot Be ; : 
Jamaica ccs sos ene ey aad 61.4 78.5 85.0 87.07 
Trinidad and Tobago............... PAL 3.6 48 4.6 4.1 
3: Mineral fuels, lubricants 
LAT Nessa TA ROARS 112.8 183.3 329.2 288.4 288.6 
Trinidad and Tobago......... efi 112.8 183.3 329.2 288.4 288.6 
5, 6, 7, 8: Manufactured goods 
Total ance core ae ee 74 10.6 22.3 24.2 at 
Barbados: c.0ic ee 0.1 0.3 0.4 0.5 0.5 
British Guianae. ..cen eeeee ee eee ia 1.6 4.2 4.2 a8 
Jamaicax.;. co:.cet eee 2:2 a2 7.4 9.9 13.4 i 
irinidadsandalobacomes essen aaee 3.8 5.5 10.4 9.6 13.4 ' 
Total sections 0-9 : 
T tal ees aes on 308.7 454.3 534.7 622.8 { 
Barbadosiac wis... coe ee 21.8 26.3 20.4 21.6 bie { 
British Guiana .......sc See 48.5 62.5 73.0 85.5 21.4 ; 
British Honduras (Belize).......... 4.4 5.1 7.1 7.8 5.8 
Jamaicas....:..03 15 hee pes A5 9 138.7 156.2 169.8 174.3 ; 
Trinidad and Tobago..... Ret ees 150.1 221.7 278.0 338.1 338.2 . 


Source: Official overseas trade reports. 
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Oe wot eye oi we 


Pt Ry 2: Crude materials, except fuels 


Se . 

tree ets e esses eee e sees eee e eens 8.8 
fo MTadns Ake... 5. eee ee 
British Giana ss. coe eereee ee 0.3 


Tne Se nS d te ase 


_ British Honduras (Belize).......... — Smenitts Lys 0.1 

wage 3 OR SECIS RG IE SO mee 7.5 7.8 
Trinidad and Tobago.......... Stes yy (rea 3.6 5.2 

3: Mineral fuels, lubricants 

RORGPE RIS St eles arasdiciais waa live. des sea NOt 81.7 127.7 
arte aera ee 14 18 25 
ESRI Set UI AN Bee sc arare soe eo. cletele careiete 3.5 5.5 6.5 
British Honduras (Belize).......... Pie 8 0.9 
deraaicn goes oc. 259 EE SIS 10.7 Hae 17.9 
Bl enidag and LODAZO. > icra. acis.snsis 40.9 56.6 99.9 
4: Animal and vegetable oils and fats 

MDE er te REG SO ONO I ODE 2.5 ao 44 
ISRERSUGS a oats CHE Ce vic in SS ssie,etsi0 0.6 0.5 0.3 
MST ICIS HA SUITATIO eciease a piernaiereieree rebate 0.5 0.7 11 
British Honduras (Belize).......... — —_— — 
| (ie hGS Pea oe SO And AOR OOOO 0.9 1.4 15 
Trinidad and Tobago..............- 0.5 0.7 15 

5: Chemicals 

GT ee ee Se OE Gee ae 20.9 34.3 41.1 
Byard hate nets) ciscets late-aier's ale euae a wiste) 4 23 3.5 3.5 
British Giana eee cl. etal se <<a 2.8 5.2 6.0 
British Honduras (Belize).......... 0.6 0.7 11 
Uinta awe OCOD ODOC SOU ODOUE deli 13.5 17.3 
Trinidad and Tobago.........--.++. 7.5 11.4 13.3 

6: Manufactured goods, classified chiefly by material 

GRANGE ed. BE AARC AION PONTO ATEN 76.7 126.5 142.3 
Barbatoser cece ontcwinrris 5.9 8.5 10.7 
British Guiana .....0.-2..se2eeeeee 9.9 19.2 21.1 
British Honduras (Belize).......... 1.6 Ps) pel 

FOE ae re a 28.5 53.6 55.0 
Trinidad and Tobago.............-. 30.8 42.7 52.8 


6.3 
48 


190.9 


21.6 
158.5 
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Source: Official trade reports. 


Table XIII 


CoMMONWEALTH CARIBBEAN: DIRECTION OF EXPORTS, 1954, 1958-1962 
(Millions of dollars) 


1954 1958 1959-1960 1961 1962 1963 
Trinidad and Tobago 


Sterling aTed -..cecccusscess (00 880 1084 1183 1218 79 119.5 
United Kingdom ......... 60.3 64.5 83.6 89.2 83.4 80.0 84.8 


Py: 


ol 


2 Dollar: areG@kassciee.esie cielanere'e 18.1 60.8 56.7 76.9 107.4 109.4 126.5 

United States ........eee 7.5 48.7 39.4 56.1 85.1 84.6 100.6 

Canada ....<++ ACS enEe 91 9.0 13.7 14.3 16.4 Tire 51.5 
SaaRest of world cscvcccmiaeiiesine 36.0 65.2 61.1 59.5 78.8 84.9 99.1 
4=T otal. stone RRC HAMGO TS SEP 248.2 262.3 286.9 346.5 345.8 373.3 

Jamaica 

1. Sterling area ........- sileny SeeO.e 52.7 48.8 55.0 51.1 55.8 — 

United Kingdom ......... 46.3 48.5 44.5 49.8 45.3 48.6 —_ 
Dem) OLLAEAOT EM entice teeta e 27.8 68.2 68.9 81.3 98.4 105.0 — 

Wnited’ States =. csecemnes 12.8 41.7 33.6 39.0 61.9 70.2 — 

(GEnEDED AGAR Breas Seccats 14.7 25.8 Seeil 39.2 36.2 32.6 — 
3. Rest of world...... Saeaiets 9.2 12.5 114 22.4 22.9 20.8 —_ 
AGL Ol Bc; Battios ve ndcn een 85.9 133.3 129.1 158.7 172.4 181.6 _ 

Barbados 

laSterling laneGesccenen ener 0 18.1 20.2 19.3 17.6 Bee — 

United Kingdom ..... Rane 14.5. 16.0 14.7 122 in a 
2: Dollartancienmn aes Sehintniee 4.5 6.1 3.4 6.6 ma _ 

United States ......<.c0c 1.0 0.9 0.7 1.0 Sr — i 

Canada eee reese eeeesenee 3.5 4.3 vast 5.6 eee =~ - 
8. “Rest.of world: v<ss..<0scesaa 0.8 1.0 1.2 iD = | 
4: 'T otal ras Cae 23.4 27.3 23.9 25.2 And — 
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sian bl 


Goods and services — —— 
dowiixports -(f0:b;) sa. teas : 131.3 
SeelIBOIts (Cats) ona apes sess 1950 
3. Balance of visible trade....... —62.4 
4. Services (net) ...........06- ae 

Geg)e-LOUrISIN ec ss sone eres 2.5 

(6) Investment income ...... —17.9 

ee Oliet Be cn San —9.2 

DreBalance ofctrade... cscs. -- —60.2 

6. Unilateral transfers> ....... 14.6 

7. Capital movements (net)°¢.... 24.9 
a R02 -COTWYL pieces =n 5 ee oo 

PENWaUCsoisccese ok cst oes 9.8 

OP CIs 5 cscs nists cele Satie 5.0 

(6) Short-term (private) .... 10.1 


Source: Government of Jamaica, Economic Survey, 1963. 


4 Preliminary figures. 
b Principally remittances of emigrants. 


¢Includes banking sector and short term capital of official sector. 


Jamarca: BALANCE OF PAYMENTS, 1959-1963 
(Millions of dollars) 


oo 


164.7 
—217.3 
—52.6 
28 


33.6 
—24.6 
iis 
—49.8 
20.2 
18.5 


2.8 
6.4 
9.2 


Table XV 


TRINIDAD AND TOBAGO: BALANCE OF PAYMENTS, 1954, 1957, 1960-1962 


(Millions of dollars) 


1954 1957 
Se 
1. Goods and services......----- ed oon) 
(a) Exports .....-sccccsseoes 153.4 230.2 
(b) Imports ......-+eeeeeees —145.7 —208.9 
*(c) Transportation .........- 3.4 40} 
(d) Foreign travel .........- —0.5 =a 


Source: Government of Trinidad and Tobago, Central Statistical 


@Provisional. =r oe ¥ 
ase _bEstimated changes in the share of Trinidad and Tobago in the sterling assets of the a 
% =¥-- _ British Caribbean Currency Board. : =e oe 
ie . Table XVI <a Sa 
aeeeeiee British Honpuras (BELIZE) : BALANCE OF PAYMENTS, 1954, 1956, 1958-19602 = 
ae (Thousands of dollars) 2 
| 1956 1956 1958 1959 1960 
3 ~ 
A. CURRENT ACCOUNT o 
i Exports £.¢. bee cent sucteacices os 5,100 6,979 6,360 6,692 7,869 
f imports -/c:1-fameeier shtieteles 7,985 11,092 12,957 13,689 13,145 
Balance of tradéa.- assess —2,885 —4,113 —6,598 —6,997 5,276 
Factor incomes (net)....... sa) 844 —391 =397-2 356 —476 
Grants-in-aidDrnsc cee seteiecie: = as 456 426 479 ~ 
Other invisibles and errors and ae 
OMISSIONS ares ee Be iets 182 616 1,944 1,738 1,075 
(Neteinvistblese. seats oerticineee —162 225 2,003 1,807 1,078 
Current balance .. cece scenes —3,046 —3,889 —4,595 —5,190 —4,197 
B. CApiTaAL ACCOUNT 
Government loans ......... ee 148 246 409 165 — 
Private capital inflow (net)..... 1,748 1,959 2,241 2,151 2,017 
CDeend Ws crantsanconeeeenre 880 798 1,617 2,410 1,183 
Grants-in-aid?/-5., steaeeee a — — 202 — 395 
Other grants <.... sosaeaheriers 122 941 327 209 127 } 
Net capital and grant inflow... 2,899 3,942 4,795 4,936 3,723 ; 
C. CHANGE IN ASSETS P| 
Government and currency fund ‘ 
Investment) (net) sess —241 ll —193 —l7 246 
Bank balances (net).......... 389 —64 —7 271 229 : 
Netitchange in asseis eee 148 S53, ae 254 474 : 
SSS EES eee 


Source: United Nations and Technical Assistance Board, A Development Plan for British 
Honduras, op. cit., p. 26. 


8 Preliminary estimates. 
> Grants-in-aid to be part of both Governments’ current and capital expenditure. 
¢ (—) indicates increase in assets held abroad. 
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<= Table XVIII 
JAMAICA: DEVELOPMENT OUTLAYS BY THE PUBLIC SECTOR 


“¢ 


; a4 7 _ National Plan Independence Plan pixies 


1957/1967 1963/1968 
- Millions of Millions of — te le : - 

7 al ‘ dollars Percentage dollars _ Percentage 
a PeeAeaciture® 866; <5 ieee 63.3 28.7 65.4 25.5 | 

4 CS a eee ee a ee 14.8 6.7 ule 7 $28 
SeePoutiomnGese sweet orton 9.0 4.1 8.6 3.4 3 

4. Transport and communications. . 34.6 15.7 34.9 13.6 

5. Major social services.......... 54.5 24.7 80.3 jules} 

Caysuucation=. os .e.tece cnet 14.2 6.4 19.4 7.6 

Cb yotlealeh@ a foe. cence. coaties 8.5 3.8 9.3 3.6 

COP CONSINOREE CE, «aa osisdenesn 13.3 6.0 23.2 9.0 

ae > (d) Water and sewerage....... 17.9 8.1 26.2 10.2 
= (e) Social welfaree ............ 0.6 0.3 2.2 0.9 : 
“ BG thiener Teashe Hie ein 40% 44.6 20.2 60.4 23.5 | 
Fie LDL EE 5 cea upetrte7eae  eenane eepe 220.8 100.0 256.7 100.0 | 
ss : 
4 Sources: Government of Jamaica, A National Plan for Jamaica 1957/1967, pp. 66-70, and | 
4 Five-Year Independence Plan, op. cit. 


; @JTncludes land reform and marketing. 
bIncludes mining. 
¢Includes sports, art, history. 


Table XIX 


TRINIDAD AND TOBAGO: DEVELOPMENT OUTLAYS BY THE PUBLIC SECTOR 
(Millions of dollars) 


Actual Planned Changes 
expenditure expenditure between 
1958-1962 1964-1968 periods 
J. Agriculture <........+2--++--- Kole 2.8 35.5 BO, 
DTG mata pocet on aco conor Bee seS 2.0 5.8 3.7 
yee LOULISH: ine Oicisraiciele aia siete o'eie eveiwie’eleleteus 8.9 ied) 79 
4. dnfra-structure ....0..00cseseeeeese 43.9 . 73.4 29.5 
(a) Transport and communications. . 21.4 4 33.7 a 
ED) Blccuichty dee eta igen: 22.6 4 29.7 a 
ria 
_ 159 
A 
< 
E 
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16.6 hse oz ial 


Scotton oe aaaceersces oe (168 ree 143 23.2 100 Sa ES 
Miscellaneous ~ malar textile : 

leon ee rca aa tries. 5A | eS. G 14.2 ght 
Pottery sasisn stems guaides See ss SoS 14.9 24.8 10.0 22.0 
Purituce Vacs. 2s Hees csc. ee 12.4 20.6 17.7 25.2 
Travel goods, handbags, ete..... — 11.0 18.3 soy ts 238 
Clothing, except fur clothing. aS 15.6 15.6 ge reali al snot fe 3 py ea 
Footweates cece. seer sncercsss mle 14.7 | 24.5 | 13.8 23.4 


Source: United Ration World Economic Survey, 1963, part 5, pp. 219-220. 


alt refers to ad valorem tariffs; rates are the simple arithmetic means of the tariffs on . all 
products within each SITC group in 1962. 


b European Free Trade Area. 


Table XXI <. 
COMMONWEALTH CARIBBEAN: SHARE OF INTRA-REGIONAL TRADE IN TOTAL TRADE, LATEST YEAR 
(Percentages) 
SSS 
Territory Year - Exports Imports 

American group 

Puerto“ Ricolcs.s comes cecatciarat aie anes etelaiaee 1962. 0.8 Ls 
British Commonwealth group 

Barbad0s-sso.c,cc.cae ooo ec ee eee ces ae 1961 19.7 13.7 

British Cuisna® sos. eee RPh ecctan e's e's Sin 1961 16.1 11.2 

British Honduras ( Bale) sivbofals bem slarain an Tey sree: 8 act 1961 7.4 6.4 

Grenada™....2..sceieeeneeeree Biatice aferster meee vou thee 1959 2.7 18.0 

Jamaica © 05 socee ke Ste eee ee aitiare 1962 3.8 9.1 

St, Luciac2g. oes por ee eee Ee Dareattree ser 1959 12.7 16.4 

St.-Vincetit.. ss eve nacre cae ae eI ae SE 1959 21.8 13.8 

‘Jrinidad-<anids FObago.casierrertestretes teeter anette cooks 1962 12.6 2.7 
French group 

Guadeloupe <....ccuiia oe eee 1960 0.3 7.0 

Martinique... .. +0 Rene a eee oe 1960 18 8.1 
Duich group 

Netherlands Antilles ........... a, Novag tetera eat Myra als 1961 18 0.7 

Surinam ©5020 .00o eee BODO OSES 1960 4.6 0.7 


| BEERS Official trade reports; Caribbean Organization, Annual Report, 1962 (Puerto 


nocanmnememmeanitifis 


Y are 


Panama Bees ones, aes 6.0. 


i Re 116.0 1,556.1 
Sptntrrren errr 218,1--— eee 628 | . W2 | 


Totals Central American Common 
Salt aed HOE IYO OTOL 222.7 ay 183.2 at 1,735.6 


49.9 49.7 2238 7.6 


Total Latin America............. 1,761.6 1,849.4 459.7 8,056.2 79,433.3 


Imports from Latin America as a 
percentage of total imports..... 3.8 aa 2.7 3.6 22.4 
Sources: Official trade reports. 


Table XXIII 
CoMMONWEALTH CARIBBEAN: DOMESTIC EXPORTS TO LATIN AMERICA 


(Thousands of dollars) 
se et he el Sali oT en RR, Te 


British Trinidad 
- British Honduras and 
Barbados Guiana (Belize) Jamaica Tobago 

1961 1961 19622 1962 1962 

ITS TLE ean GAG HOM OC IGA — 327.4 — 0.1 0.9 

Brad eso oars ace ovine ance oaGiete we erie 0.1 — —_ 1,926.4 3,785.5 

COIS. . cwecGlasamecccs RO SRSA —_ —s — 0.7 2,265.9 

Molomibia .accatedss Solas oe taee — 56.6 6.3 735.2 42.4 
Peuador® «.crcatee sss ses Sc ABeE — —_ — 0.1 — 

Mexico .....e«- Dials siete isieteelecietore — 130.2 499.7 6.1 0.8 
PAT ASUAY ease cieajois as SEN eat see — = — — — 

POC ces vistors Mis talate eieiptniaiaisvecereve ’ — — — 22.6 2.9 

UGRTAICR?. AeRGR COE an SaAeEn. Scar —_ — _ 1.2 5.0 

Tota] ALALC countries........ a 0.1 514.2 506.0 2,692.4 6,103.4 

ity th Me Rares eentite se mieteaets — —_ - — 0.9 

Veneztiel sic mcic is sets slatejsisleisislsinjciare 11 420.6 -~ 7.8 210.2 

Total Mexico/South America..... 1.2 934.8 506.0 2,700.2 6,314.5 

Costa. Rica .ecgwciee + Sie Ralacyccersre _ — 499.9 2.0 424.1 
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SWE « ao enews eee Ss 


= 


LTH Canta: COMPOSITION OF TRADE wiTH Lan Autenica, LATEST YEAR % 


enue 


(Thousands of dollars) . =e seas ae race: 
a i ; = 
& iPad aca aie 5546 1278 65.0 1,104.3 638.8 
« 2. Beverages and tobacco........ 0.2 1.0. 17 15.9 0.2 
: 3. Crude materials ...........0. 221.7 2.0 aia SOY ees 2) 5 
\ 4. Mineral fuels and lubricants. 454.4 38.5 48.9 1,821.9 76,470.7 
, 5. Animal, vegetable oils and fats 0.1 — — 0.7 23.9 
6.Chemieals) = -- 22. sae alene 13.1 18.0 208 . 29.4 12.1 
7. Manufactured goods classified > 
; chiefly by “materiale... sec cen 290.0 353.4 156.0 187.8 261.8 
8. Machinery and transport equip- 
MCN narcoss nic ace ste senate oe 15 1,272.3 13.5 2,746.4 466.6 — 
9. Miscellaneous manufactured 
POOdS—Anavouriowe meee ae 1.6 17.2 136.6 16.8 10.3 
Torat all sections (0-9) 1,761.6 1,849.4 459.7 8,056.2 79,433.3 
B. Domestic exports 
Ist Hood tere... eat ocieee See — 92.0 29.8 71 113.2 
2. Beverages and tobacco........ —_ —_ — 8.1 47 
3.. Crude *materials: ;...e2ceceee — 527.4 1855 2,661.5 10.6 
4. Mineral fuels and lubricants. . — — — — 8,733.3 
5. Animal, vegetable oils and fats = c= = = = 
6. Chemicals ©) dae. cclcne 2 See _ 0.8 as 7.4 424.9 > 
7. Manufaciured goods classified 
chiefly by material......... a — 202.3 — 0.1 Ditees 
8. Machinery and transport equip- : 
MOHO MMe Sante esas oe = 128.4 we ae ¥ 
9. Miscellaneous manufactured 
POOMSE cena en ee ee — 0.1 — 2.4 150.6 j 
Torat all sections (0-9) 1.2 951.1 1,120.98 = 2,755.5 9,481.0 


c“7—oe—— SSS, 
Sources: Official trade reports. 
8 Total exports. 
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STRUCTURAL CHANGES IN EMPLOYMENT WITHIN THE CONTEXT OF 
LATIN AMERICA’S ECONOMIC DEVELOPMENT* 


INTRODUCTION 


Employment problems are becoming a source of 
mcreasing concern to the Latin American countries. 
The magnitude of population shifts from the rural 
periphery to the main urban centres and the growth 
of concealed unemployment in different sectors of the 
economy are some of the more striking manifestations 
of these problems, and there is the danger of a persistent 
increase in overt unemployment in the near future, 
The provision of adequate sources of employment for 
the available labour force, within a rational and pro- 
ductive structure of employment, is thus becoming one 
of the major goals of development policy. 


* The Economic Survey of Latin America, 1964 (E/CN.12/711) 
contains a section on employment problems and _ productivity 
trends. The present study enlarges on the considerations set 
out therein, affords a longer-term view of them and adds some 
comments concerning the prospects of changes in Latin America’s 
employment structure during the next decade. The study was 
prepared in its present form by Zygmundt Slawinski, of the 
Economic Development and Research Division of ECLA, for 
presentation at the Seminar on Long-Term Forecasting of 
Manpower Requirements and Educational Policies, organized by 
the Organization for Economic Co-operation and Development 
(OECD) and held at Lima, Peru, from 22 to 27 March 1965. 


The purpose of this paper is to set out in systematic 
form a few data which might help towards a better 
understanding of the problem, viewed from the stand- 
point of the structural changes in employment noted 
in Latin America’s long-term economic development. 
It is divided into the following parts: an analysis of 
events between 1925 and 1950; an analysis of the more 
recent changes, in particular during 1950-1962; and a 
review of present trends and certain hypotheses con- 
cerning the changes that might occur by 1975. Thus, 
the period covered is quite long enough to be described, 
perhaps as that in which the Latin American community 
progressed from the pre-manufacturing stage to that of 
a moderately advanced industrial economy, with the 
structural changes in employment that this entails. 


This article is, by reason of its very purpose, confined 
to a presentation of the principal quantitative data on 
employment and productivity, and to setting out some 
of the conclusions suggested by these figures, without 
entering into a broad analysis of the many factors 
affecting the problem, 


I. GENERAL CHARACTERISTICS OF THE QUANTITATIVE AND QUALITATIVE CHANGES IN LABOUR 
SUPPLY AND EMPLOYMENT 


1. EFFECT OF POPULATION GROWTH 


The period between 1925 and 1965 was marked by 
a drastic change in the population pattern of Latin 
America, which completely altered the characteristics 
of labour supply in the region. What in fact happened 
was that the population of Latin America, and hence 
the labour supply, increased by over 150 per cent during 
that period. 

Both the speeding up of the rate of population growth 
and the major factors which caused it are common 
knowledge.1 However, some of the aspects and con- 
sequences of this vigorous process have yet to be 
conclusively analysed. 

The salient fact concerning manpower supply in 
recent years is the increase in the economically active 
population (from 15 to 65 years of age). This population 
group increased by nearly 30 per cent during the 
fifties, as against 25 per cent in the previous decade. 
The increase during the sixties may be estimated at 
32 per cent. These figures suffice to illustrate the 
serious problem involved in finding jobs for the man- 
power available during these periods. A development 
which is beginning to take place within this general 
expansion is the emergence of a comparatively younger 


1The populatioh growth rates increased at an average of 
about 2 ae cent annually in 1925-1940, 2.5 per cent in 1945-1950, 
and 2.8 per cent in 1955-1965. 


labour force, owing mainly to the reduction in infant 
mortality during the earlier decades, which is reflected 
in the growth of the younger population groups. This 
process will probably be accentuated during the next 
decade. 


2. EFFECT OF RAPID URBANIZATION 


Another almost equally important factor is Latin 
America’s rapid transformation from a predominantly 
rural community into one in which the majority of the 
population is urban. While in 1925 the urban population? 
was only about 30 per cent of the total population, 
it amounted to 50 per cent in 1965, and may well 
be some 55 per cent in 1975. The post-war period, 
and particularly the last decade, witnessed an increas- 
ingly rapid shift of the rural population to urban 
centres. Although this phenomenon is well known 
and has been widely studied, its evolution and manifold 
consequences have not been examined in sufficient detail. 

The annual urban population growth rate reached 
its peak of 4.5 per cent in 1955-1960. At this rate 
the population centres with over 2,000 inhabitants 
increased by 55 per cent during the fifties, compared 
with only 44 per cent in the previous decade (see 
table 1). 


2 Urban population centres are deemed to be those with 2,000 or 
more inhabitants. 
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Table 1 > 


Latin AMERICA: ESTIMATED URBAN POPULATION AND ECONOMICALLY ACTIVE POPULATION, 


1925-1962 


(Thousands of persons) 
Se ee eee ee ee eae 


1925 

A. Total population ........0.-. 92,869 

1. Rural population ......... 65,443 
Percentage of total 70.5 

2. Urban population ....... ne 27,426 
Percentage of total 29.5 

B. Active population ....-...0.. 32,743 

1. In agricultural activities... 19,913 
Percentage of total 61.3 

2. In non-agricultural activities 12,580 
Percentage of total 38.7 


1950 1955 1960 1962 
156,146 178,880 205,941 217,826 — 
94,721 102,531 111,042 114,662 

60.7 57.3 53.9 52.6 
61,425 76,349 94,899 103,164 
39.3 42.7 46.1 47.4. 
53,130 60,160 68,201 72,060 
28,235 30,301 32,260 33,190 
53.1 50.0 47.3 46.1 
24,895 30,059 35,941 38,870 
46.9 50.0 52.7 53.9 


Source: ECLA, on the basis of official statistics and unpublished data. 


Of the most industrialized Latin American countries, 
the three in the extreme south taken together have 
a high proportion of their population concentrated in 
the cities (64.6 per cent in 1950 and 68.2 per cent 
in 1960). In 1960, the proportion of urban population 
was 81.8 per cent in Uruguay, 67.6 per cent in 
Argentina and 65.4 per cent in Chile. Nevertheless, the 
rate of urban population growth in these countries 
(2.6 per cent annually) is far below the rate for Latin 
America as a whole (4.5 per cent), as estimated for 
the period 1960-1965. The proportion of urban popula- 
tion in 1960 was also over 50 per cent in Venezuela, 
Mexico and Cuba (62.9, 54.8 and 54.6 per cent, 
respectively), and less than 50 per cent in Colombia, 
Brazil and Peru (46.1, 38.3 and 35.8 per cent, respec- 
tively), while in the Central American countries, which 
were still at an incipient stage of industrial development, 
the proportion was even lower (30.1 per cent). 


On the other hand, the annual urban population 
growth rate increased very rapidly during the fifties in 
Venezuela (6.9 per cent), Brazil and Colombia (5.3 
per cent), Mexico (5.0 per cent), Peru (4.9 per cent) 
and Central America (4.8 per cent). The sharpest 
increase took place in the large cities—particularly the 
capital cities—where the growth rate exceeded the 
average. 


3. QUANTITATIVE CHARACTERISTICS OF LABOUR SUPPLY 


The population shift from the country to the town 
mainly involves surplus agricultural workers and their 
families, who come from the poorest and least skilled 
sectors of the rural population. This situation coupled 
with the fact that the Latin American Governments 
had to cope during the fifties with an accelerated 
population growth and lack of resources for promoting 
education, was responsible for the concentration in the 
cities, on a much more intensive scale than at any other 
time, of unskilled workers with little chance of finding 
productive employment. 


Moreover, the rapid growth of major industries and 
other up-to-date methods of producing goods and services 
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has given rise in the last few years to an increase 
in the demand for workers with skills which can be 
acquired only through an extensive and adequate educa- 
tional programme. In order to meet their growing needs 
in this field manufacturing industries, important public 
and private enterprises and certain public institutions 
were compelled to seek workers with at least a minimum 
of basic training, and to provide intensive training for 
skilled personnel. 


In most of Latin America it is here that the main 
obstacles to manpower training arise, i.e., the low 
educational level of the broad masses, the lack of proper 
guidance, and the poor primary, and even secondary, 
education received. 


Thus the gap between the growing specific needs 
of the modern entrepreneurial and institutional structures 
and the supply of adequately trained labour to be drawn 
from the broad masses in search of employment has 
steadily widened. 


In the past few decades, these demographic, social 
and educational factors have strongly influenced the 
changes not only in the employment structure, but also 
in the volume and areas of under-employment and of 
overt unemployment. 


4. RATIO OF AGRICULTURAL TO NON-AGRICULTURAL 
EMPLOYMENT 


At once the broadest and the most significant indica- 
tion of the structure of employment in all developing 
countries is, in the first place, the ratio of agricultural 
to non-agricultural employment. 


In 1925, Latin America’s active rural population 
amounted to over 61 per cent of the total economically 
active population, the remainder (under 39 per cent) 
being employed in non-agricultural activities. In 1950, 
agricultural employment had dropped to 53 per cent 
of the total. This decline was sharply accentuated over 
the next twelve years and by 1962 agricultural employ- 
ment absorbed only 46 per cent of Latin America’s 
economically active population. 


J 1955, ‘the ‘agricultural and oe 


but only 26 per cent in 1950-1962 (see 
; he marked disparity between the 
two periods under review is not due to a sharp reduction 
in the growth rate of agricultural employment. It is 
a significant fact that the average annual growth rate 
of agricultural employment in the whole of Latin 
America has remained virtually unchanged since 1925, 
1e., 14 per cent in 1925-1950 and 1.3 per cent in 
1950-1962. In the non-agricultural sector, however, the 
rate increased rapidly between the two periods, from 
2.8 per cent of 3.7 per cent. Obviously, therefore, the 
effects of the dynamic population growth mentioned 
above were translated almost exclusively into an increase 
in employment in the non-agricultural sector of the 
economy. 


The extent to which the agricultural sector absorbed 
the increase in the labour force differed from country 
to country in Latin America, Thus, during the fifties, 
agriculture provided employment for only 6 per cent 
of this increase in Argentina, Chile and Uruguay, 11 
per cent in Venezuela, 17 per cent in Colombia, 25 
per cent in Brazil, 35 per cent in Mexico, 37 per cent 
in Peru and 53 per cent in Central America. Cuba’s 
labour force shrank noticeably during this period. It 
may be inferred, therefore, that in countries with a 
larger urban population, agricultural employment rose 
very slowly, the number of rural workers tending to 
decline; and that in countries whose urban population 
has grown rapidly—Venezuela, Brazil and Colombia— 
the increase in the labour force has been channelled 
less into agriculture than in other countries where 
agriculture still absorbs a considerable proportion, if 
not most, of this increase. 

The reduction in agricultural employment in the 
industrialized countries would seem to infer that a 
similar state of affairs might arise during the next 
few decades—if it is not already making itself felt— 
in some of the Latin American countries, particularly 
those which have reached a relatively more advanced 
stage of development. 

It should be borne in mind, however, that the situation 
in Latin America is different to that prevailing, for 
example, in the industrialized and developing countries 
of Europe. In the latter, the decline in the agricultural 
labour force is accompanied by an even greater reduction 
in the number of rural estates, since in many European 
countries the integration of agricultural holdings is 
proceeding very rapidly. In Latin America—with the 
possible exceptions of Cuba and Uruguay—the process 
of change in the agricultural sector is taking place 
on very different lines even in such advanced countries 
as Venezuela, Argentina and Chile: while in Europe 
agricultural holdings are being integrated and reduced 
in number, what is essential in these Latin American 
countries is a process of land subdivision and settlement 
which tends to swell the number of rural families and 
hence the rural labour force. 

Implementation of the impending land reforms in 
nearly all the Latin American countries will therefore 
help to strengthen the agricultural labour force. 


y 
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5. ABSORPTION OF LABOUR INTO NON-AGRICULTURAL i 


2 i; 


ACTIVITIES 


In the years between 1925 and 1950, over LR million 


persons found jobs in activities other than agriculture. 
They represented 60 per cent of the total increase 
in employment. During the fifties, on the other hand, 
the corresponding figures were over 11 million persons 
and 73 per cent. This turn of events, closely linked 
to accelerated urban expansion, has not been accompanied 
by a corresponding increase in the capacity to absorb 
labour in fully productive activities. 


The serious problem of urban growth in Latin America, 
which is outstripping economic development in response 
to “autonomous” social impulses and forces, has been 
recognized and studied from various angles, and its 
results have been duly analysed. The market disparity 
between population growth and economic development 
in Latin America seems to be at the root of the 
problem. Thus, while the rate of economic development 
remained virtually at a standstill and even declined, 
population growth in the shift to urban centres and 
the supply of labour all increased. This made it more 
and more difficult to absorb the growing labour force 
in the cities. 

Since employment opportunities in high productivity 
sectors were scarce, the labour force was obliged to 
shift to ill-paid unproductive employment, This caused 
serious distortion in the structure of urban employment, 
which in its turn hampered Latin America’s economic 
development and impaired monetary stability in several 
countries because of the imbalance between goods produc- 
tion and demand. These problems became acute from 
1955 onwards, giving rise to socio-economic situations 
fraught with serious tensions which are a source of 
increasing concern to Governments. 

While this state of affairs is particularly noticeable 
at present in Latin America, it affects other developing 
parts of the world in much the same way. To interpret 
it in broad economic terms, the essential factors deter- 
mining the absorption of labour supply by the different 
economic sectors must be defined. These factors? may 
be classified in three main groups: (a) technological; 
(6) institutional; and (c) those deriving from the free 
play of market forces. 


(a) Technological factors 


In most highly capital-intensive economic activities, 
technological factors predominate in determining the 
quantity and quality of labour employed. They include 
not only machinery and equipment, but also the structure 
and organization of the whole production process. Among 
such activities may be included up-to-date manufacturing 
industries—in particular medium and large-scale estab- 
lishments—medium-sized and large mining companies, 
important building enterprises, many of the basic services 
(energy, gas and water supply; transport; communica- 
tions; specialized commercial warehousing, etc.), as 
well as rationally organized medium or large-scale 
commercial, financial and personal services, and some 
entertainment media. 


3See “Creation of employment opportunities in relation to 
labour supply”, presented by ECLA at the Seminar on Urbaniza- 
tion Problems in Latin America (Santiago, Chile, June 1959), 
and published in Urbanization in Latin America (UNESCO, 
1962), pp. 118-145. 
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the expansion of employment in this sector. 
include the shortage of skilled manpower in the 
developing countries—a factor which prompts enter- 
prises to seek ways of using skilled personnel as 
sparingly as possible—and the prevailing tendency in 


major enterprises to reduce the manpower input-output 


ratio as far as possible in order to diminish the heavy 
social security payments involved and to simplify labour 
problems. 


(b) Institutional factors 


In certain economic activities and units, including 
those in which, by their very nature, technological 
factors should play a decisive role, the number of 
persons employed during a particular period is deter- 
mined by certain institutional or political factors. This 
applies mainly to government activities and other public 
services. Their labour-absorption capacity is influenced 
at a certain level by the possibilities afforded by the 
public sector budget—which in its turn depends partly 
on the income, loans and subsidies obtained—and on 
economic activities in general. Such factors, as well 
as those deriving from specific plans, affect investment 
in public works and the employment levels required 
by that investment. Lastly, in certain basic services, 
both public and private, enterprises often employ more 
personnel than they actually need from a technical or 
economic standpoint, because of certain trade union 


Table 


g from the fre 


For the broad masses not absorbe 


developing countries, the praca a jabour -AReen aes 
y an emand. When there— 


tends to depend on supp. re 
is a limited or decreasing demand for labour in certain 


types of employment, the workers accept lower wages — é 


and a lower standard of living. Thus, if the supply 


of labour increases and is not fully absorbed, the income 


of marginal groups of workers drops to a subsistence 
level. A large proportion of Latin America’s labour 


force, in both rural and urban areas, is virtually at 


that level. 


6. GENERAL DISTRIBUTION OF NON-AGRICULTURAL 
EMPLOYMENT 


A long-term-analysis of the distribution of non-agri- 
cultural labour among the major sectors and _ their 
capacity to absorb the increase in the labour force 
shows that although the. distortion in Latin America’s 
employment structures is of very long standing, it has 
been greatly intensified during the past decade. Indeed, 
the relative capacity of the various sectors to absorb 


labour has undergone significant changes (see tables 
2 and 3). 

The salient feature of those adverse changes is the 
relative reduction in the proportion of the manpower 
increment absorbed by sectors producing non-agricul- 
tural goods (mining, manufacturing, construction) and 
basic services (in which technology is very important), 
at least in the medium and large-scale establishments, 
as compared with other services. 
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Latin AMERICA: ESTIMATED ACTIVE POPULATION BY ECONOMIC sectors, 1925-1960 


(Thousands of persons) 


Sector 1925 1950 1955 1960 
eerie ete EMSS Sn Re LR PS ee 
TOTAL scwact eo tve. he ee Eee 32,473 53,130 60,160 68,201 
Nae Agricullinal «Sectors ere ee 19,913 28,235 30,101 32,260 
B. Non-agricultural sector ............ 12,560 24,895 30,059 35,941 

1. Goods and basic services........ 6,330 12,454 14,772 17,319 
(a) [Mining . hy jeecuecic eee 303 564 620 694 
(5) Manufacturing 7. ......008 4,447 7,662 8,618 9,773 

(i) Factory sector ......... 1,143 3,671 4,279 5,110 
(ii) Artisan sector ......... 3,304 3,991 4,339 4,663 
(c) Construction oe St ce ee 529 1,982 2,701 3,323 
(d) Basic services ............. 1,051 2,246 2,833 3.529 

ZPROCTUICOS.. Thopiturs curse OE 6,230 12,441 15,287 18,622 
(a) Trade and finance.......... 2,169 4,202 5,138 6,267 
(b) Government .............., 703 1,746 2.121 2,529 
(c) Miscellaneous services ...... 2,584 5,235 6,640 8.266 
(d) Unspecified ‘activities ....... 774 1,258 1,388 1,560 


ee 


Source: as for table 1. 
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URCE: as for table 1. 
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we Whereas in 1925-1950 the two groups of activities had to assimilate 55 per cent and 57 per oor 
x age virtually ri ‘ane proportion of the increase tively, of the increase in the non-agricultural sector — 
the non-agricultural labour force—about 50 per during the two periods concerned. There is some 


-cent—in 1950-19: i 
oe ace eraiapay ee eee te a evidence to the effect that these services absorbed an 
cent, and in 1956-1960 for 43 per cent, of the man- even higher proportion of the manpower increment in 


power increment. Therefore, the non-basic services 1961-1964 (see tables 4 and 5). 


Table 4 


_ Latin AMERICA: ABSORPTION OF NET INCREASE IN THE ACTIVE POPULATION BY MAIN ECONOMIC SECTORS, AND GROWTH RATE OF EMPLOYMENT 
IN EACH SECTOR, 1925-1960 


(Thousands of persons and percentages) 


——————OOeeeee nnn 


_ 1925-1950 1950-1960 
4 E Percentage Percentage 
> ‘ Net of total Growth Net of total Growth 
& : ; Sector increase increase Tate increase increase rate 
ae I tO OE 
g “LETC CE <n RS Re ee ee ane eine arte ae 20,657 100.0 2.0 15,071 100.0 2.5 
DARE ASTICRIEUTE! SCOT. «cis. ciais ysis o> sinks «occ ole Sieias sisiwa os 8,322 40.3 14 4,025 26.7 1.3 
: CMW OM TIPTICIENLII GL SECLOT. co © ois wages sie oot sale neh2 nie sie yee 12,330: 59.7 28 11,046 73.3 3.7 
te pak cand Posie. services. <6 -.<sts-es0ce. cy 4,124 29.6 27 4,865 32.3 3.4 
= ° Wake Mane td? ght. caasblene ona « Nt 261 1.3 25 130 0.9 2.1 
e (b) Manufacturing ...........2e000: ae es 3,215 15.5 29 2,111 14.0 2.5 
? Gi Waar (see cde deve eh nie op ee Se 2,528 12.2 4.8 1,439 9.5 33 
e Wit MAsatipetior, 22h & ioe ania LaPaate 687 3.3 08 672 4.5 15 
(ele CONGELUCEIOIEE «se cis eictaeicieusieaale'o.ois =5j0 00 Saisye 1,453 7.0 5.4 1,341 8.9 5.3 
z (d) Basic services ........+0++0055 oak a ces 1,195 5.8 3.1 1,283 8.5 4.6 
- IS ELULCES A inthe oOo ots aeie are or = eta rateta siete 6,211 30.1 2.8 6,181 41.0 4.1 
e (alan rade, atid AUances, seins ssc ddlevan adicderin’s « 2,033 9.8 2.7 2,065 137 a1 
¥ Beet Ueno s ae Se cina nice aris gies 1,043 5.1 37 783 5.2 3.8 
2 (c) Miscellaneous services ......++esseeeeeeeee 2,651 ee 2.8 3,031 20.1 4.7 
- (d) Unspecified activities ..............- Ree 484 2.4 2.2 302 2.0 22, 


Source: 1925-1950: estimates based on official statistics and unpublished data; 1950-1960: ECLA, Economic Survey of Latin America, 


1964 (E/CN.12/711/Reyv.1), table 27. 
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Table 5 : 


YMENT 
AIN ECONOMIC SECTORS, AND GROWTH RATE OF EMPLO 

¢ ORPTION OF NET INCREASE IN THE ACTIVE POPULATION BY M EC 

ee : IN EACH SEcTOR, 1925-1960 


(Thousands of persons and percentages) 


pera at ee eee 


1950-1955 1955-1960 
Net epee Growth _ Net grins = Growth 
Sector increase increase rate increase increase rate 
nS See cd aE ee 
OTN AVIE ie sisi opie es eines aia otalerm oie. oieinlajsis ehele%eloisinueia.ma\siels 7,030 100.0 7p) 8,041 100.0 2.6 
A. Agricultural sector ....+.ssceeeeceererereceenenees 1,866 26.5 1.3 2,159 26.9 14 
B. Non-agricultural sector ...ssessecsesererereeeecees 5,164 73.5 38 5,882 73.1 3.6 
1. Goods and basic ServiceS.....c..ceccesccrccacce 2,318 33.0 Bc. 2,547 Abe 3.2 
Civ rng gecetetavale isle lerajste-aisiaiaia.o.s\eloseiexs eesesssesaieialenats 56 0.8 1.9 74 0.9 23 
(b) Manufacturing ........-.cccesccccccrccess 956 13.6 24. 1,155 14.4 25 
(i) Faetory sector .....-.secrceccrccsccoss 608 8.6 3.1 831 10.4 3.6 
(PAT SAT SECtOLe tes cjsore:eicclns 214’ sicre 6 s.sibigie 348 5.0 1.7 324 4.0 14 
(ie) GOWSETMCEHOM iece c= niejai+. «aie «0s olelsial si sieie'e 0 6 aisi0 719 10.2 6.4 622 rere 4.2 
(a) Rasicmaervices ered ci eiec's -\slsiaie 10 01610. waite 587 8.4 4.8 696 8.7 45 
ina Cae esa ee IRE Ee aan 2,846 405 <4. 3,335 414 4.0 
(ayaErade andipfinanGen aces ieteieisie.selotieieideriasisisaiele 936 13.3 4.1 1,129 14.0 4.1 
GB eGovernment. a.ciecteiselere sales aialstelalaieis’sa. pie. nie 375 5.3 4.0 408 5.1 36 
(c) Miscellaneous services ..........+essceeees 1,405 20.0 4.9 1,626 20.2 45 
(d) Unspecified activities ..........cesceeceee: 130 19 2.0 172 2.1 24 


Source: Economic Survey of Latin America, 1964, op. cit., table 25, and estimates for Cuba not included in the original data. 


These proportions contrast unfavourably with those 
recorded in both the industrialized and developing 
countries of Europe. Thus, for example, in nearly all 
the southern European countries—Spain, Portugal, 
Yugoslavia and Greece—it is a noteworthy fact that 
the proportion of the increase in labour for whom 
work was found in the sectors producing goods and 
supplying basic services, as compared with the incre- 
ment absorbed by other services, is higher than in Latin 
America (see table 6). If Italy—with its exceptionally 
vigorous tourist trade of the past decade and its high 
rate of over-all economic growth—is included, the 
percentage of manpower absorbed by sectors producing 
goods and services in 1951-1963 was far higher than 
that noted in Latin America in recent years. 


Moreover, if a comparison is drawn between Latin 
America and countries enjoying the highest income levels 
in the world—United States, Canada and Australia— 
where employment in the services sector grows much 
faster than in the goods producing sectors, it is significant 
that the manufacturing sector of those countries should 
have absorbed a much higher proportion of the man- 
power increment during the fifties than was the case 
in Latin America. 


Latin America’s position appears equally unfavourable 
if the ratios of employment in sectors producing goods 
and basic services to employment in the services sector 
proper in Latin America are compared with those of 
the industrialized countries and the developing countries 
of southern Europe (see again table 6). The ratios in 
Latin America are not indicative of a well-balanced 
structure suggesting the productive utilization of the 
human resources available outside the agricultural sector. 
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At the same time, the situation is seen to be gradually 
deteriorating. 


7. GROWTH OF EMPLOYMENT IN THE DYNAMIC AND 
SLOW-GROWTH SECTORS OF THE ECONOMY 


If the absorption of the manpower increment by 
sectors that might be called dynamic, inasmuch as they 
influence economic growth in real rather than merely 
monetary terms, is to be analysed it would be as well 
to exclude artisan industry—both rural and urban— 
from the sectors producing non-agricultural goods and 
basic services. The numerical strength of artisan employ- 
ment, like agricultural employment, is not a factor of 
economic growth because of its low productivity. 


While the dynamic sectors, as defined above, absorbed 
only 26 per cent of the increase in the labour force 
in 1925-1950, services and artisan industry together 
accounted for 33 per cent. The situation worsened during 
the fifties, with the dynamic sectors absorbing 28 per 
cent, and the services and artisan industry 46 per cent; 
it was further aggravated in 1955-1962, since the whole 
dynamic sector provided employment for only 25 per 
cent of the increase in manpower, 75 per cent being 
assimilated by the remaining sectors, which in Latin 
America are characterized by the stagnation or slow 
growth of the per capita product. 


This process varied significantly during the fifties 
between one Latin American country and another. Thus, 
the most dynamic sectors absorbed only 18 per cent 
of the manpower increment in Argentina, Chile and 
Uruguay, 33 and 31 per cent in Brazil and Mexico 
respectively, and 29 per cent in Venezuela. The pro- 
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Source: International Labour Organisation (ILO), Year Books of Labour Statistics, 1956, 1962 and 1964. 
4Including activities not adequately described. 

bIt is impossible to calculate the ratio to the total, since this is a minus quantity. 

© Excluding Cuba. 
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portion was lower in Colombia and Peru (between 24 
and 25 per cent), and was barely 13 per cent in Central 
America. 

The position was very different in the preceding 
twenty-five years. In 1925-1950 the dynamic sectors in 
Argentina, Chile and Uruguay absorbed 41 per cent 
of the increase in the labour force (a proportion 
comparable to that registered by Italy in 1951-1962, 
which was a period of very rapid growth); in Brazil 
and Mexico they absorbed 26 and 25 per cent respec- 
tively, and in Colombia and Venezuela 24 per ceut. 
The figures for Peru and Central America were 19 and 
15 per cent, respectively. 


These figures confirm the stagnation that has prevailed 
in Argentina, Chile and Uruguay for the past fifteen 
years, while they bring into focus the dynamic growth 
of Brazil, Mexico and Peru, and the maintenance over 
a long period of a satisfactory, though not very rapid, 
rate of development in Colombia. Up to 1960 the Central 
American countries were clearly at a very incipient stage 
of development—in the present-day sense of the 
term—based on the dynamic force of the secondary and 
tertiary sectors. There are signs that since 1960 the 
new factor of Central American integration has given 
fresh impetus to the expansion of the dynamic sectors 
of the economy. 
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Il. CHANGES IN INDUSTRIAL EMPLOYMENT 


1. THE INDUSTRIAL LABOUR FORCE AND SIGNIFICANCE OF 
THE OVER-ALL FIGURES FOR EMPLOYMENT IN MANU- 
FACTURING 


In all developing countries, the manufacturing industry, 
supplemented by the construction industry, plays a 
leading role in economic development. Hence, the concept 
of “industrialized” countries is identified with that of 
“advanced” or “developed” countries, and “industrial 
development” is regarded as being virtually synonymous 
with “economic development”. 

Great significance should therefore be ascribed to the 
over-all figures for industrial employment and to any 
changes in these figures. Hence, a careful study of the 
peculiar trends observed in Latin America is all the 
more necessary. 

If the total figures for industrial employment are 
analysed over the long term, it may seem strange that 
the share of manufacturing employment in total employ- 
ment has changed so little from 1925 up to the present 
time, remaining steady at about 14 per cent. The pro- 
portion for Latin America as a whole rose from 13.7 
per cent in 1925 to 14.4 per cent in 1950, dropping 
to 14.3 per cent in 1960, and in all probability to 
even lower levels since then. 

The decline in the importance of the manufacturing 
sector as a source of employment for the growing 
labour force is seen to be greatly accentuated if industry’s 
relative absorption of the total employment increment 
is analysed. Thus, while industrial employment absorbed 
15 to 16 per cent of this increment in 1925-1950, 
its share dropped to 14 per cent during the fifties. If 
consideration is given only to the growth of non- 
agricultural labour, it will be noted that industrial 
employment absorbed 26 per cent of the increment in 
1925-1950 and 19 per cent in 1950-1960, which 
represents a marked decline. 


These low proportions contrast very unfavourably 
with those obtaining in the industrialized countries 
and even in the developing countries of Southern Europe. 


2. THE NUMERICAL STRENGTH OF ARTISAN EMPLOYMENT 


The main reason—though not the only one—for the 
slow growth of the manufacturing sector in terms of 
employment, which should be taken into account in 
analysing the question, is the high proportion of rural 
and urban cottage industries, artisan industries and 
tiny workshops operated by not more than five persons 
existing in most of Latin America, especially the Andean 
countries. To sitaplify matters, they will all be classified 
under the head of “artisan industry” or the “artisan 
sector’.* Industrial establishments operated by more 
than five persons will be called “factories” or “factory 
industry”, and will be considered to include small, 
medium and large-scale establishments. Artisan industry 
accounted for about 74 per cent of total industrial 
employment in the whole region in 1925, little more 
than 25 per cent being absorbed by factory industry. 


4For further details, see ECLA document Estudio sobre la 
mano de obra en América Latina, report of the seventh session, 


La Paz, Bolivia, May 1957, conference room pa . 2, chapt 
IX, pp. 276-312. paper no. 2, chapter 
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These proportions have changed very rapidly, chiefly 
as a result of replacing cottage by factory industry, 
particularly in the production of fabrics and clothing. 
In 1950 artisan industry registered a slight numerical 
superiority over factory industry, absorbing 52 per cent 
of total manufacturing employment. Around 1955, the 
proportions of artisan and factory industry were equal, 
and in 1960 factory industry represented about 52 per 
cent of total manufacturing employment, rising to 53-54 
per cent in 1964. 

The situation varies substantially from country to 
country. Artisan industry in 1960 accounted for about 
40 per cent of industrial employment in Argentina, 
Chila, Uruguay and Venezuela, 36 and 44 per cent in 
Mexico and Brazil respectively, 62 per cent in Peru and 
Central America, and 66 per cent in Colombia. 


Notwithstanding its relative decline, artisan industry 
still plays, and will continue to do so for some years, 
an important role in Latin America’s labour markets, 
meriting due attention and study within the labour 
policy. In 1925-1950 the artisan sector absorbed 3.3 
per cent of the total increase in employment, and the 
proportion rose to 4.5 per cent during the fifties. This 
is explained by the fact that the process of replacing 
traditional cottage industries by factory industry was 
nearing completion by about 1950 in virtually all the 
Latin American countries, and that the subsequent 
growth of modern artisan and tiny industries in urban 
centres came to assume an important role. The process 
is still forging ahead fairly vigorously. 
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3. THE EVOLUTION OF FACTORY EMPLOYMENT 


The role of factory industry in directly absorbing the 
increase in the labour force is illustrated by the following 
figures: the factory sector absorbed 12.2 per cent of that 
increase (20.5 per cent of the increase in non-agricul- 
tural employment) in 1925-1950. It absorbed a higher 
proportion (21.6 per cent) in Argentina, Chile and 
Uruguay, 12.2 per cent in Mexico, 11.3 per cent in 
Brazil, 10.1 per cent in Peru, 8.9 per cent in Colombia, 
7.9 per cent in Venezuela, and 6.7 per cent in Central 
America. 


These proportions changed radically during the fifties, 
when factory industry absorbed 9.5 per cent of the total 
increment in the labour force (13 per cent of the 
increase in the non-agricultural sector). In Argentina, 
Chile and Uruguay it accounted for only 5.4 per cent 
(5.8 per cent of the increase in the non-agricultural 
sector), as against 17 per cent in Mexico (26 per cent 
in the non-agricultural sector), 13.3 per cent in Vene- 
zuela (14.9 per cent in the non-agricultural sector), 
11.4 per cent in Peru (18.2 per cent in the non-acri- 
cultural sector), 8.4 per cent in Brazil (11.2 per cone 
in the non-agricultural sector) and 7.3 per cent in 
Colombia (9.2 per cent of the non-agricultural sector 
increment). In Central America the factory sector 
absorbed 5.1 per cent of the manpower increment, or 
practically the same as in Argentina, Chile and Uruguay 
even though Central America is still in the early stages 
of industrial development, the latest figure in relation 


to the increase in agricultural employment being 10.6 
per cent. x 
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a try is the only activity in the goods 
pre du sector which shows an fete in its Ae 
_ tion of the manpower increment in 1955-1962, But the 
last two 
_ brought about a reduction in the factory labour force 
- in relation to total employment in Latin America (see 
_ again table 3). This is possibly the first time that 
_ such a situation has arisen at any rate since the end 
of the war. : 
It should be noted that the above decline is not the 
_ result of a reduction in the volume of industrial output, 
_ but rather of structural changes affecting the employ- 
= ment-product ratio of the industrial sector, which is 
is undergoing a rapid process of modernization. 
_ ___ Attention is drawn to the low proportion of manpower 
_ absorption by the factory sector in Latin America taken 
__ as a whole, and in nearly all countries of the region. 
y These proportions are incompatible with the assumption 
that Latin America is engaged in an intensive indus- 
_ trialization process, although certain major industries 
~ are obviously developing rapidly and the growth of the 
industrial product seems to be satisfactory. It will be 
noted that the growth rate of the industrial product in 
recent years, combined with the salient features of the 
industrial development model, has prevented industry 
from adequately fulfilling its role as the source of 
productive employment for an appreciable proportion 
__ of available manpower, particularly as regards the urban 
' labour market. 


Past experience in most industrialized countries shows 
that industrial—and in particular factory—employment 
has kept pace with urban growth affording employment 
to about half the economically active population. In 
Latin America this has not at all been the case with 
respect to the evolution of industrial employment.® 


These phenomena might well be interpreted broadly 
in relation to the structural changes that are typical 
of the past industrial development process. 

* In nearly all developing or highly industrialized coun- 
— tries industrial development may be divided into five 
basic phases, as outlined below:® 

(a) The first, or “pre-factory”, phase is characterized 
by the intensive pursuit of cottage and artisan industries, 
which supply most of the demand for simple manu- 
factured goods. The only factory industries are those 
engaged in the primary processing of national raw 
materials for export. The following are some typical 
examples: cattle slaughterhouses (packing plants) ; 
sugar refineries; tea processing plants; cocoa, coffee 
and fruit drying plants; plants for the extraction of 
vegetable oils; sawmills; plants for the concentration 
of metal ores: and other similar establishments. Nearly 
all the Latin American countries had reached this stage 
at the beginning of the century, and the industrial 
development of the more remote regions and of extensive 
rural areas of the continent is still at this stage. Practi- 
cally all factory-made consumer goods were imported at 
that time. 

(b) The second phase, comprising the evolution of 
traditional consumer industries, is characterized by the 
development of factory industry for the production of 


5 For a more detailed analysis, see El proceso de industrializa- 


cién en América Latina (E/CN.12/716), chapter I. 
6 El proceso de industrializacién en América Latina, op. cit. 


ears witnessed a declining trend, and this 
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simple consumer goods, construction materials and tools. 
This phase marks the development of the following 
industries: textiles and leather; food and beverages; 
the simpler chemical preparations; basic pottery, china 
and glass ware; and wood processing. Moreover, it 
constitutes the first stage of the large-scale import substi- 
tution process. 


(c) The third phase—or that of basic industries 
producing simple equipment—witnesses the emergence 
and development of the steel industry, supplemented by 
the simple processing of metal products; by the large- 
scale development of the cement industry; by petroleum 
refining and the development of the basic chemical 
industry; and by the manufacture of simple chemical 
products. 


This phase marks the development of the important 
rubber industry, coupled with the production of tyres 
and of plastic goods from imported raw materials, As 
regards equipment, action is taken to promote the mass 
production of simple electrical items in common use, 
simple tools, and household and industrial equipment, 
the more complex parts of which are imported, Under 
the head of basic transport equipment, railway coaches 
—mainly goods wagons—are produced; but in so far 
as motor vehicles are concerned there would only be 
plants for the local assembly of imported parts. During 
this phase, the category of industrial items expands 
considerably, though still at a low or medium level of 
manufacture limited by the stage of technological devel- 
opment reached, the shortage of skilled personnel of 
all types and the small size of the domestic markets. 


This constitutes the second stage of the general import 
substitution process and, in fact, the first step towards 
making investment independent of foreign technical 
assistance. 


(d) The fourth phase involves more complex forms 
of processing and the production of complex equipment. 
Some notable features are: the production of special 
steels; the creation of the petrochemical industries and 
the production of synthetic chemicals; metal-transforming 
and the high precision electro-metal-transforming indus- 
try, on the one hand, and the heavy equipment industry, 
on the other; and, in general, the production of high- 
calibre machines and equipment of complex design, 
manufactured or assembled by complicated processes. 
The high technological level required by this stage entails 
the intensive use of skilled manpower. 


This phase corresponds to the third stage of the 
import substitution process and is the second step 
towards making investment independent of foreign tech- 
nical aid. 

(e) The fifth phase marks the upsurge of highly 
advanced industries and represents the peak of industrial 
development within the present limits of science and 
technology. The following are its most characteristic 
achievements: development of the highest forms of 
chemical synthesis; highly advanced processes for the 
manufacture of special steels and other pure or high- 
quality materials; the atomic energy industry; the 
production of highly complex electronic equipment; the 
aircraft industry; and the production of equipment for 
space flights and research. 

A clear picture of the place occupied by Latin 
America’s past, present and future industrial develop- 
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in 1925 was in the middle of the second stage. About 
1940 it entered the third phase, which predominates 


at present. From 1955 onwards, however, the fourth 


stage of industrial development was initiated—although 
in a very piecemeal fashion—mainly with the develop- 
ment of the petrochemical and motor vehicle industries, 
the production of complex machinery and certain 
branches of the electronics industry. 


The process varies from country to country. While 
most of the smaller countries are still at a fairly 
backward stage, even in the second phase of industrial 
development, the three countries with the biggest popula- 
tions are well into the third stage and are beginning to 


enter the fourth. 


Actually the industrial development process in each 
country is slightly more complicated than the above 
scheme outlining the basic phases of industrialization. 
In practice, the various phases tend to overlap, so 
that before the branches of industry characterizing the 
preceding stage are fully developed, with their goods 
saturating the market, industries characteristic of the 
succeeding stage are already making their appearance. 
This overlapping which would be considered perfectly 
normal in any other part of the world, took on special 
characteristics in Latin America, particularly in the 
last few years, which have witnessed huge disparities 
between the income distribution of the various socio- 
economic groups, and between the level of economic 
development in metropolitan areas and in the remote 
rural areas of nearly all countries. 

The excessive concentration of purchasing power 
in the high-income sectors of the principal cities has 
given rise in certain urban areas to the establishment 
of luxury goods industries to supply the growing and 
increasingly varied consumer and investment needs. 
By contrast, since the purchasing power of the broad 
masses has remained at a low level, the traditional 
industries in several Latin American countries are 
developing slowly or their production capacity is under- 
utilized. 

Another distinguishing feature is the virtual stagnation 
of industrial activities in the more remote areas, Thus, 
a major part of the region is still in the first stage of 
industrialization, when the development of industries 
manufacturing simple consumer goods for the popula- 
tions of those areas is a potential source of employment 
and income. 


In the light of this structural analysis, it is easy to 
see why the manufacturing sector absorbed manpower 
on a relatively intensive scale during the years 1925-1950, 
with factory industry accounting for a fairly satisfactory 
proportion, while from 1950 onwards manufacturing 
industry, including factory industry, has played a far 
less important role as a source of employment. 


172 


: In broad terms, Latin America might be said to have — 
accomplished the first stage of industrial development 
during the first two decades of the present century and 


labour-intensive. — 


tion had begun several years before, the expansion 


industries corresponding to the second stage of indus- — 


capacity. 

The transition period between the second and third 
phases implies a far slower rate of manpower absorption, 
since many of the basic industries characteristic of the 
third phase are highly capital-intensive and have a low 
labour intensity. Although other industries typical of 
this phase—such as metal products and chemical pre- 
parations—are more labour-intensive, their development 
is limited by the shortage of skilled manpower and the 
restricted purchasing power of the bulk of the consumers, 
The latter factor curbs the rate of growth of industries 
in the second phase, which are nearly all highly labour- 
intensive. This has been the position during the last 
few years in all the Latin American countries that had 
completed the second stage of industrial development, 
except the smaller countries. 

Further, in Argentina, Brazil and Mexico—which are 
already in the fourth stage of industrialization—this 
process, though promising from the standpoint of the 
future expansion of the labour market, is as yet relatively 
unimportant compared with the main industrial develop- 
ment process, which is still dominated by the growth 
of industries characteristic of the third phase. On the 
other hand, not counting Argentina, in both Brazil and 
Mexico—which represent half the population of Latin 
America—the extremely low income level of most of 
the population does not yet allow industries in the 
second stage to expand freely, The same might be said 
of nearly all the Latin American countries, particularly 
the areas farthest from the principal cities. 

The above-mentioned problems might be regarded as 
major indicators for the purpose of evaluating industrial 
employment changes and trends, with special reference 
to skilled manpower problems. The shortage of skilled 
manpower considerably influences the rate of transition 
from the lowest to the highest industrialization levels. 
Indeed, in spite of the major efforts and substantial 
capital contributions made in the last few years, neither 
the rate nor the structural features of Latin America’s 
industrial development have been very satisfactory. 


4. THE ROLE OF THE CONSTRUCTION INDUSTRY 


Construction is playing an increasingly important part 
as a source of employment for the growing labour force. 
_ In 1925-1950, 7 per cent of the total manpower 
increment was absorbed by construction and 15.5 per 
cent by the manufacturing sector. Of the latter pro- 
portion, factory industry alone provided employment for 
12.2 per cent. 

During the fifties, the construction sector played 
nearly as important a role as factory industry in the 
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sorption capacity declined on an average, though 


4 fluctuating sharply; on the one hand, it increased owing 


to the stepping up of housing construction in several 
countries of the region, such as Chile and other Pacific 


_ coast countries, including Mexico, while on the other 


hand it shrank as a result of the recent economic 
recession in Argentina and Brazil, as shown by the 


figures for their sectoral product. 


The factors curtailing the construction of dwellings, 
which affected employment in the construction sector, 
were the same as those limiting the development of 
consumer goods industries, as noted in the previous 
section. Other factors were the high price of construction 
and installation materials and, to a considerable extent, 
the speculative prices of urban sites in the major 


cities, where most housing construction was going on. 


The insufficient growth of activities and employment 
in the construction sector also did much to prevent a 
more favourable evolution of the composition of the 
urban labour force. In fact, from 1955 onwards the 
annual growth of the urban labour force tapered off 
noticeably, dropping to 4 per cent in 1955-1960, 
compared with over 6 per cent in 1950-1955. This 
had the effect of lessening the importance of the 
construction sector in the absorption of the net man- 
power supply. Thus, while in 1950-1955 this sector 
absorbed up to 10 per cent of the net increase in the 
labour force, in 1955-1960 it provided employment for 


re 
Table 7 alle 

Latin AMERICA: ESTIMATED INCREASE IN DOMESTIC INVESTMENT 
AND IN CONSTRUCTION EMPLOYMENT, 1950-1962 


; (Percentages) : 


1950-1955 1955-1960 1960-1962 1955-1962 
Rate of increase in con- 
struction employment® 6.2 4.0 0.3 3.0 
Rate of increase in gross 
domestic investment at 
1960 pricesb ..... see 114 4.6 2.2 3.9 


i 


Source: ECLA, on the basis of official statistics and un- 
published data. 


2 Excluding Cuba and the Dominican Republic. 
b Excluding Cuba. 


Table 8 shows indexes for the evolution of employ- 
ment and for gross domestic investment. 


Table 8 


INDEXES OF EMPLOYMENT AND OF DOMESTIC 
INVESTMENT, 1950-1962 


Latin AMERICA: 


(Percentages) 
1950 1955 1958 1960 1962 
Construction employment .... 100 135 151 165 166 
Gross domestic investment.... 100 142 157 176 184 


Source: ECLA, on the basis of official statistics and un- 
published data. 


III. CHANGES IN SERVICES AND MARGINAL EMPLOYMENT 


1. SERVICES AS THE MAIN SOURCE OF EMPLOYMENT FOR 
THE INCREASE IN THE ECONOMICALLY ACTIVE 
POPULATION 


The salient feature of the evolution of employment 
in Latin America is the high—and still growing— 
proportion of the manpower increment absorbed by the 
services sectors, both public and private. To services 
have been added unspecified activities most of which 
represent a wide range of employment similar to 
services, which is either fulfilled sporadically or is 
difficult to specify. For purposes of the present study, 
services in general exclude basic services, in particular 
energy, gas and water supply, transport _and commu- 
nications. They are conducted on similar lines to 
industry and are usually organized on the basis of 
large-scale and highly capital-intensive enterprises. 


Services absorbed 30 per cent of the total increase 
in the labour force in 1925-1950, and this proportion 
has steadily increased (40 per cent in 1950-1955, 42 
per cent in 1955-1960 and 44 per cent in recent years). 

As might be expected, these percentages were higher 
in the more urbanized countries with a very slow eco- 
nomic growth rate. Thus, during the fifties, services 
—excluding basic services—absorbed the exorbitant 
proportion of 71 per cent of new employment in 
Argentina, Chile and Uruguay; 57 per cent and 49 
per cent, respectively, in Venezuela and Colombia where 
urban growth was rapid; 38 per cent in Brazil; 37 
per cent in Peru; 30 per cent in Central America; and 
29 per cent in Mexico. The low percentages recorded 
by the last four countries are mainly attributable to the 
fact that a high proportion of the manpower increment 
continued to be absorbed by the agricultural sector. 
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attributable to the dispariti 
between the levels of urbanization, industrialization a 


some figures for the growth of 
in the last few years seem to vith 
the rate of development, which has slowed down notice- 
ably in certain countries. Argentina, Chile and Uruguay 
present a none too encouraging picture in this respect. 


It is interesting to compare the evolution of the 
ratio of employment to the product in trade and finance 
with the figures for agricultural, mining and manu- 
factured products which are either marketed directly 
or represent the hasis for imports of goods through trade 
channels (see table 9). 


Table 9 


Latin AMERICA: RATIOS OF EMPLOYMENT AND THE PRODUCT IN TRADE AND FINANCE TO EMPLOYMENT 
AND THE PRODUCT IN AGRICULTURE, MINING AND INDUSTRY,® 1950-1962 


(Percentages) 


Employment in 
trade and 


The product of 
trade and 


finance as a finance asa - Indexes 
percentage of percentage of product of 
employment in the product in Employment agriculture, 
agriculture, agriculture, in trade mining and 
mining and mining and and manufactur- 
Year industry industry finance ing Imports 
Ve GRAaar tp tesrsom ade fi 11.3 42.5 100 100 100 
1 Bemacatte oro sn oC AaG 12.8 42.8 123 128 120 
HL 61 Tea, Se nnOh ee seen 14.5 42.9 150 162 141 
TOGQRE ake sales 15.1 42.7 162 178 145 


Source: Economic Survey of Latin America, 1964, op. cit., table 30. 


® Excluding Cuba. 


The sharp relative increase in employment in trade 
and finance is inconsistent with the increase in the 
volume of transactions, except at the expense of an 
improvement in productivity. Neither is this increment 
in employment warranted, particularly in the last few 
years, considering that between 1950 and 1962 imports 
increased by 45 per cent, at 1960 prices, whereas employ- 
ment in trade and finance went up by 62 per cent. 

The trend noted from the above figures, which show 
that employment grew more rapidly than the product 
in commercial activities, is also revealed in the evolution 
of each particular country if trade and finance are 
compared with agriculture, mining and manufacturing 
taken altogether (see table 10). 

A comparative study of the figures for the various 
Latin American countries shows that in some the costs 
of trade and financial services are too high and that 
employment in those sectors is growing at an anti- 
economic pace, thus giving rise to inflationary pressures 
and at the same time threatening the structural and 
monetary balance of the national economies. 


It should further be noted that in a thorough analysis 
of the growth of the gross product in each country on the 
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basis of its national accounting system, a clear distinction 
should be made between those increases in the product 
measured strictly in real terms and those which in 
part represent changes in the relative prices of goods 
and services and which, therefore, over and above real 
increases in the product, actually reflect a redistribution 
of income. 


3. GROWTH OF OTHER SERVICES 


“Other services” include three broad sectors: govern- 
ment services, miscellaneous services—both public and 
private—and services not adequately described, consist- 
ing mainly of marginal activities. 

Government services in most Latin American countries 
have not developed unduly from the employment stand- 
point. In fact, from 1925 up to the last few years the 
government sector has absorbed much the same propor- 
tion—about 5 per cent—of the total increase in the labour 


force (5.1 per cent in 1925-1950 and 5.2 per cent during 
the fifties). 


This does not include the whole public sector, but only 
the administration, the judiciary, national security and 
permanent defence personnel. 


romic development in the various countries. However, — 
economic developm aon tag 
be incompatible with 


Table 10 


LaTIN AMERICA: ESTIMATED RATIOS OF EMPLOYMENT TO THE PRODUCT IN TRADE AND FINANCE AND 
IN AGRICULTURE, MINING AND MANUFACTURING, 1925-1962 


(Percentages) 
ean ee ae 


Country 1925 


Argentine, Chile and Uruguay 
Employment .............. 
Gross product ........ 

Venezuela 
Employment ....... wee sees 8.9 
Gross product ............ — 

Mexico 
Employment .............. — 
Gross product ..... sunset iene — 

Brazil 
Employment .......... Sane — 
Gross product 

Colombia 
Employment —...... 00000: 
Gross product ...... sass locate — 


eer ee eeecece 


Peru 
Employment ....... AROSE — 
Gross=productis...tee.s ones i 


Central America 


Employment ......... Saserats — 
Gross product ..........s- — 


1950 1955 1960 1962 
26.7 29.8 32.0 25x 
49.9 47.7 49.6 52.2 
16.3 21.6 27.0 wat 
20.6 22.0 21.7 20.7 
11.9 13.2 14.6 ag 
51.4 51.1 52.8 52.5 
8.4 10.0 11.9 Sat 
33.3 33.1 31.9 30.7 
8.7 10.0 11.3 oan 
23.4 27.0 24.6 25.1 
7.0 8.4 10.3 noe 
37.8 41.6 38.9 40.4 
5.6 6.3 7.1 ee 
34.7 41.0 41.7 39.9 


Source: ECLA, on the basis of official statistics and unpublished data. 


The highest proportion of employment in services was 
provided by miscellaneous services, including professional 
services and the numerous personal services and enter- 
tainment activities carried out both on a commercial 
scale and in the form of domestic service. This sector 
absorbed 13 per cent of the total increase in the labour 
force in 1925-1950, and 20 per cent during the fifties. 
If it is extended to include “unspecified activities”, which 
also cover various services, its share amounts to over 
22 per cent. It seems that after 1960—during the period 
of economic recession—miscellaneous and unspecified 
services absorbed up to 25 per cent of the total increase 
in the labour force during those years, naturally at the 
cost of a drop in the level of living of the considerable 
population group included in this employment sector. 


Employment in “miscellaneous services”, not includ- 
ing “unspecified services”, increased at 2.8 per cent an- 
nually in 1925-1950, thence pursuing its upward trend 
(4.6 per cent in 1950-1960 and nearly 5.0 per cent in 
the ensuing years). 


4. CHANGES IN MARGINAL EMPLOYMENT AND IN 
UNEMPLOYMENT 


Most of the marginal labour force, as mentioned 
before, is engaged in a wide range of occupations con- 
nected mainly with services. The proportion of this 
labour force which has failed to obtain productive work 
and a fairly stable income, even if not high, is in point 
of fact unemployed. This amounts to disguised unemploy- 


ment on a large scale, only a small proportion being 
registered as overt unemployment. 


There are not enough statistics available on unem- 
ployment in Latin America. From the piecemeal data 
provided by some countries whose labour administration 
is better organized, particularly in metropolitan areas, 
it may be inferred that unemployment in Latin America 
has been climbing rapidly in the last few years, This 
has had the effect of gradually reducing the figure for 
the economically active population as a percentage of 
total population during the past decade. Thus, between 
1950 and 1960 the proportion dropped by 1.0 per cent 
of the total labour force (see again table 3). In relation 
to ageregate employment in 1962 (about 70 million 
workers, not counting Cuba), this would represent at 
least 700,000 persons, which conveys some idea of the 
increase in Latin America’s chronic unemployment during 
the period concerned. This figure does not include casual 
or seasonal unemployment, or the broad masses engaged 
in activities in which productivity is minimal. 

An estimate of this nature is subject to the reservation 
that the changes noted in the relations between the active 
and total population during the past decade might also 
be attributable to changes in the structure of the popu- 
lation, owing to the growing proportion of younger age 
groups which are not computed among the active popu- 
lation. The school-age sector of the population has also 
increased. It should be borne in mind, however, that 
the rising trend in female employment has been accen- 
tuated. Accordingly, the diminishing proportion of eco- 
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want of an effective employment 

scale overt unemployment might be ex- 
year in Latin America’s urban areas in the 
t too distant future. If this happens, Governments 
be faced with the alternative of establishing a costly 


IV. LABOUR PRODUCTIVITY TRENDS’ 


The average productivity indexes for broad economic 
sectors, which measure the relationship between the 
product and employed manpower, conceal serious dis- 
parities between the various activities concerned (see 


table 11). 


7In terms of value added per worker and per year, at constant 
factor cost and prices. This relationship is usually taken as the 
index of labour productivity. Another more accurate index would 
be the product per man hour. 


Estimates for Latin America show the low productivity _ 


of agricultural activities compared with the non-agricul- 
tural sector (in 1962 the ratio was 1:3.1). They also 
reveal the low productivity of the artisan sector (includ- 
ing cottage industries) in relation to factory industry 
(the estimated ratio in 1962 was 1:8.6). 

Besides these general conclusions, there are others 
peculiar to Latin American conditions. Mining reflects 
a high average productivity, a fact which is mainly 


Table 11 


i Latin AMERICA: ESTIMATED GROSS PRODUCT PER WORKER, AND ITS GROWTH RATE, 1950-1962 


Product per worker Growth rate of product per worker 


(1960 dollars) {annual pecentage) 4 
Sector 1950 1955 1960 1962 1950-1955 1955-1960 1960-1962 1950-1962 : 
| TOTAL w..-.0: ne eee 959 1,058 1,092 23 2.0 1.6 20 q 
Total (excluding housing and re- 
Sidual) —... ses tale steriencts sae 809 907 998 1,031 2.3 19 1.6 2.0 : 
Ace Agricultural sectors: .cic50-ci - 396 454 482 5a 2.8 1.2 2.9 22 
B. Non-agricultural sector ...... 1,284 1,368 1,469 1,482 13 1.4 0.5 2 
1. Goods and basic services.. 1,261 1,420 1,627 1,723 24 29 29 2.6 
(a) Mining (excluding 3,118 3,996 5,011 5.443 5.1 4.6 4.2 48 
Venezuela) .......... (1,644) (1,874) (2,364) (2,610) (2.7) (4.8) (5.1) (3.9) 
(6) Manufacturing ....... 1,125 1,344 1,621 1,746 3.6 3.8 3.8 37 
(i) Factory sector . 2,009 2,377 2,795 3,001 3.4 3.3 3.6 84 
(ii) Artisan sector ... 317 333 348 353 0.9 0.9 0.8 09 
(c) Construction ..... Seana 765 721 720 735 —l.1 0.0 1.0 03 
(d) Basic services ....... 1,691 1,748 1,817 1,833 0.7 0.8 05 07 
AMMDEMULCES Neolele) aie s,0)0\0 shee aren 1,306 1,317 1,321 1,275 0.1 
F A F k 0.0 —!l, 
(a) Trade and finance..... 1,922 2,025 2,084 2,123 1.0 0.6 i. _ 
(b) Government ......... 2,042 1,928 1,841 1,810 —1.1 —0.9 _09 10 
(c) Miscellaneous services. 890 851 839 819 —0.9 —0.3 12 = 
(Miscellaneous services ; es BS 
including unspecified 
ACEIVILIES ho oc ssn sa ae (712) (702) (703) (647) (—0.3) (0.0) (—4.2) (—0.8) 


Source: Economic Survey of Latin America, op. cit., table 31. 
@ Exluding Cuba. 
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a 
29 ie) 


to Venezuela’s petroleum output, since if 


em yed in mining would be reduced by half. 
* Attention is drawn to the relatively low productivity 


less than one-third of the output of factory industry. 
— But this is not surprising if account is taken of the com- 
_ paratively outmoded techniques still being used in most 
construction projects in Latin America. Another note- 
worthy fact is the relatively high product per worker 
_ in trade and finance, especially at the beginning of the 
fifties when it practically equalled that of factory in- 
dustry. This state of affairs indicated a reasonably high 
_ margin of profit, but not a high wage level as this sector 

includes a large number of workers in the low-income 
_ bracket. However, the relative position of these two 
sectors has changed in recent years, with the product 
per worker employed in manufacturing increasing com- 
paratively faster. 


__ It would be unwise to draw conclusions from the 
figures for the per capita product in the broad sector 
of miscellaneous services, since it covers a wide range of 
heterogeneous activities. Professional services, with their 
high average product and income levels (undoubtedly 
higher even than the average for the “government” 
sector), and ill-paid and unproductive domestic and other 
services are computed together. The analysis is even 

- more difficult if unspecified activities—covering various 

* marginal services with an even lower average per capita 

product than the artisan sector—are included. 


Only a more detailed consideration of all the activities 
covered by each sector, taking into account the employ- 
ment structure and productivity in real terms, would 
permit a better analysis of labour productivity in the 
economy, Such an examination would be extremely useful 
in the preparation of development plans, since it would 
enable the question of optimum utilization of factors 
to be properly dealt with. 

“ Far more significant than the average per capita 

’_ product in the various sectors are the fluctuations in 
the mean figures over the past few years. It will be noted 
that the changes in the per capita product of the various 
sectors are much more in line with the changes in pro- 
ductivity, in real terms, of the sectors concerned than 
with the relationships between the per capita product 
of each sector. A factor impeding the study of pro- 
ductivity relationships between sectors is the distortion 
in the cost and price structure when subjected to the 
influence of different forces acting with varying intensity 
and in different directions, raising or reducing the total 
product per worker. 

The following are the most characteristic changes that 
have taken place in sectoral productivity during the last 
few years (see again table 11): 

(a) The rate of growth of agricultural productivity 
declined during the second half of the fifties and showed 
signs of recovery after 1960. Its annual rate of increase 
(only 2 per cent in 1950-1962) is much too slow to 
satisfy the technical and economic requirements of a 
development process, and contrasts sharply with the 
evolution of the industrialized countries, where agricul- 
tural productivity grew at an average annual rate of 
4 or 5 per cent. 

The factors responsible for the slow increase in Latin 
America’s agricultural productivity differed greatly from 


1 


AA 


those determining productivity in the industrialized re- 
gions, which partly explains the above-mentioned diss __ 
parities. In Latin America, the main factor of the increase 


excluded the average product per worker — 


of the construction sector, which of late has represented. 


s 
ae 


in agricultural labour productivity was the reduction 
in rural under-employment due to the mass shifts of rural 
workers to urban areas, whereby the focal points of 
under-employment were transferred to the towns. The 
increase in the product per man hour, on the other hand, 
was only a secondary factor. 

In the industrialized countries (except Japan and 
Italy), the question of agricultural under-employment 
played an unimportant part, the increase in productivity 
being achieved through intensive mechanization, more 
widespread use of fertilizers and better organization of 
agricultural activities, The substantial reduction in the 
agricultural labour force in the industrialized countries 
was attributable to those advances, which made it pos- 
sible to increase production through additional efforts, 
instead of through the geographical shift of rural under- 
employment to swell urban under-employment. 


In this way, the product per worker attained a higher 
rate of growth than the average for other sectors, and 
the traditional features of agricultural production in the 
industrialized countries changed radically in that the 
sector absorbed systems of production and organization 
which seemed formerly to belong to factory industry 
alone. Such a process did not take place in Latin America, 
however, except for certain advances which, although 
economically sound propositions, were confined to specific 
commodities and had a limited effect on the agricultural 
economy as a whole; 


(b) The growth rate of productivity in Latin America’s 
mining sector remained at the high level of 4.6 per cent 
to 5 per cent annually throughout the period 1950-1962. 
Excluding Venezuela, whose product and mining pro- 
ductivity grew much more rapidly in 1950-1955 than in 
the last few years, the annual growth rate of mining 
productivity increased sharply after 1955 (from 2.7 per 
cent in 1950-1955 to 4.8 per cent in 1955-1960 and 
5.1 per cent in 1960-1962). This underlines the dynamic 
role which mining is playing not only in Venezuela but 
throughout the region; 


(c) The growth rate of the product per worker in 
factory industry between 1950 and 1962 remained at an 
annual average of 3.3 to 3.6 per cent, although 1959 
and 1962 marked a sporadic slackening off. While these 
rates denote a process of fairly vigorous growth, it was 
not as intensive as in industrialized and centrally planned 
economy countries, including such developing countries 
as Bulgaria and Romania (see table 12). The relatively 
low rates recorded by the United States and the United 
Kingdom are affected by the particular conditions of 
industrial progress prevailing in those countries; 


(d) The growth rate of the product per worker in the 
whole of the manufacturing sector, including factory and 
artisan industry, was higher than in factory industry 
alone and several times higher than the productivity 
of artisan activities. This apparently paradoxical situation 
may be ascribed to the rapid reduction in the very low- 
productivity artisan and cottage labour force, and to 
the growth of factory employment, in which the product 
per worker is nearly ten times higher. A similar situation 
is arising in Latin America’s factory industry, in which 
the increase in productivity is due not only to tech- 
nological progress, but also to the relative loss of im- 
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Table 12 - 


AVERAGE GROWTH RATE OF PRODUCTIVITY® IN FACTORY INDUSTRY IN LATIN AMERICA 
AND SELECTED COUNTRIES 


(Annual percentages) 


Free enterprise 
countries 


Country 1950-1955 1955-1960 

United States ..... aadeeee 3.2 ah 
Ganddaeee es on siete vastren see 4.7 1.2 
Sweden ....... earekereit ot eecohc te Pah 4,2¢ 
United Kingdom ........... ; PAL 3.1 
France 2 eects o's osisie ese ave 5.4 6.5 
Federal Republic of Germany 5.4 5.9 
Netherlands ........ ie see ss 4,78 3.8 
Denmarksahscace silos watete se 1.9 2.6 
AUISEYIa tates elena ld sete 5.7 4.8 
Thal yotterise:-te cerinreto ps tote otis 6.73 

Latin Americak ............. 3.4 3.5! 


Countries with centrally 
planned economies 


Short-term 
Country 1959-1962 plan 

Soviet Union ..... estes 5.0 5.8 
Czechoslovakia ....... 5.0 5 

East Germany ......-- 8.1 74a. 
Poland ..... ate ovate oats 7.0 7.0€ 
Hungary ............ a 6.3 5.8e 
Yugoslavia ....... Rorrs 5.0£ 6.08 
Bulgaria ios sles si 6.3 7.6¢ 
Romaniawnene cece 7.8 8.91 


Source: Economic Survey of Latin America, 1964, op. cit., table 34. Most of the basic 
data is obtained from the Economic Survey of Europe, 1962 and Revue de la Mesure de la 


Productivité, November 1962. 


Note: The countries are listed in descending order of the gross per capita product. 

2The productivity growth rates are measured in Latin America, Italy and the countries with 
centrally planned economies in terms of the growth of the product per man/year, and in the 
remaining countries in terms of the growth of the product per man/hour. The growth rate of 
the product per man/year is slightly lower, because of the gradual reduction in the number of 


working hours in the year. 
b 1959-1965. 
¢ 1955-1958. 
4 1964-1970. 
e 1961-1965. 
f 1956-1962. 
8 1963. 
hIncludes electricity, gas and water. 
11960-1965. 
51950-1957. 
* Excluding Cuba. 
11955-1962. 


portance of small-scale industry, owing to the faster 
growth of large-scale factory production; 


(e) The decline in the estimated average productivity 
of the construction sector, despite the steady increase 
in the volume of activity, is subject to more than one 
reservation since the figures for this sector’s gross product 
tend to be more deficient than for other sectors. This 
explains why an estimate based on unofficial figures 
for the construction sector’s gross product in the last 
few years should suggest an annual productivity growth 
rate of 1 per cent. However, even that rate would be an 
indication of the relative technological stagnation and 
deficient organization of undertakings in this sector in 
Latin America. Except in certain major construction 
enterprises—both public and private—unskilled man- 
power is still used extensively because of its low cost. 
Often Governments deliberately adopt a public works 
and housing construction policy with the purpose of 
raising the level of employment, in conjunction with the 
specific investment aims concerned. 


Moreover, influenced by the manpower supply from 
marginal populations in cities, it is very probable that 
the wage levels of construction workers in the various 
countries have decreased in real terms over the last few 
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years. This might be responsible, too, for the decline or 
very slow rise noted in the productivity of construction; 


(f) The slow growth of productivity in basic services 
is also significant in relation to the above-mentioned 
employment aims, Many public services, such as trans- 
port, post offices, etc., tend for one reason or another 
to maintain a staff over and above their technical 
requirements. They also lack the resources to modernize 
these services. Were it not for these factors, the pro- 
ductivity of basic services might be expected to increase 
far more rapidly, as in the industrialized countries which 
have introduced important technological reforms; 


(g) The most significant factor in Latin America’s 
employment problem is the steady reduction in the 
average labour productivity of other services as a whole, 
excluding basic services. As noted before, these activities 
absorb the labour surplus, mainly urban, which cannot 
find employment in other sectors and try to carry out 
any kind of activity, however unremunerative, either on 
a wage-earning basis or working on their own, often 
using very primitive methods; 


(h) Employment in trade is growing nearly as rapidly 
as the physical volume of its transactions, and possibly 
even faster if marginal trading activities are taken into 


s of this sector—banks, insurance companies 
d up-to-date commercial establishments—must have 
Tising systematically, it will be realized that the 
T capita product of a high proportion of employment 
trade will have undergone a gradual decline; 
_ (i) Statistical processes present large gaps and some 
conceptual ambiguity in regard to the product of the 
_ government sector. However, it is quite likely that pro- 
_ ductivity has dropped even below the rate indicated in 
table 11. 
aa ( i) The miscellaneous services sector also records a 
_ decline in the growth rate of the per capita product 
ss (0.7 per cent annually). For the same reasons as those 
~ set forth in connexion with the trade sector, the real 
‘position of the bulk of the workers in this sector de- 
_teriorated even further than the average figures would 


_ appear to indicate and, in general, is very much worse 
' than in trade. 


__-_ It is common knowledge that the number of profes- 
- sionals in the miscellaneous services sector has increased 
rapidly in recent years and that there has also been 
a rise in the number of hotels, restaurants, laundries, 
cleaning and dyeing establishments, beauty parlours, 
cinemas, sports stadiums, etc. These numerical increases, 
accompanied by the expansion and modernization easily 


ny 
fa 


it. Inasmuch as the “productivity of important — 


observable in nearly all countries of the region, are 
closely linked to the rapid growth of cities and form an 
integral part thereof. The productivity of the personnel 
engaged in these activities, who are organized along 
more up-to-date lines, is several times greater than that 
of the remaining personnel employed in the broad sector 
of miscellaneous services. Suffice it to note the high 
purchase price or rental of the relevant premises in 
order to realize the average level of earnings that permit 
the existence of such establishments. Since the per capita 
product of this relatively small proportion of high- 
productive personnel is growing, while average pro- 
ductivity is declining, obviously the productivity and 
income of the remaining majority declined during the 
past decade at a negative rate, not of 0.7 per cent, but 
more likely of 1 to 1.5 per cent annually. This would 
mean a deterioration in the level of living of the lowest- 
income sector of the urban population—which has fluc- 
tuated around 15 per cent since 1950—despite the steady 
growth of the per capita gross product of the Latin 
American population. Although this phenomenon was 
not equally intensive in all countries of the region, there 
is no doubt that the past ten or fifteen years have wit- 
nessed a considerable worsening of the living conditions 
of a large proportion of the urban population belong- 
ing not only to the lowest-income sector but to the 
middle-income sector as well. 


V. MAJOR DISPARITIES IN THE PRODUCT PER WORKER EMPLOYED IN DIFFERENT ACTIVITIES 


1. PRONOUNCED DIFFERENCES 
WORKER 


IN THE PRODUCT PER 


It has been recognized for several years that the eco- 
nomic structures of the Latin American countries are 
characterized by major differences in the levels of organi- 
zation and technology between the various activities and 
occupations. Although such heterogeneity is not ex- 
- clusively a Latin American feature, it may be said to 

be more pronounced in this region than in others, with 

the possible exception of the Middle East and India. 


These phenomena have not been sufficiently studied 
within the Latin American environment. A more thorough 
knowledge of them would make it much easier to grasp 
the essential aspects of the factors influencing income 
distribution and would help to approach the question 
of economic growth on a more clearly-defined basis in 
relation to production and factor utilization, This would 
also bring more clearly into focus the efforts required 
and the possible action fronts for a policy governing 
employment and the growth of the social product. These 
questions are normally studied from the standpoint of 
economic sectors at a high level of aggregation, using 
average indexes that conceal important disparities and 
hide serious problems which fail to emerge in the stage of 
macro-economic analysis. 

The gap between the average product per worker 
employed in Latin America’s major economic sectors was 
accentuated during the fifties, as noted above, and since 
then it has clearly and persistently widened. This trend 
is even more marked if the product per worker employed 
in various activities and occupations within the major 
sectors is analysed. With the scarce data available, it is 
difficult to examine the situation on a micro-economic 


plane within the economic sectors, since Latin America 
lacks the studies and statistical information required to 
enter into this field. However, until such time as progress 
in the statistical services makes it possible to prepare a 
more accurate analysis, it is a matter of urgency to 
compile the scattered data in existence in order to 
present a preliminary picture of the whole structure of 
productivity. Some of those data are highly significant, 
since they show the need for further research and give 
some idea of the magnitude of the problems to be faced 
by employment and development policy. 


The easiest sector to analyse from the standpoint of 
productivity is manufacturing, because the twin concepts 
of output and input are more clearly defined and because 
there are more statistical data available for measuring 
them than in other sectors. 


In the first place, it is noted that in the manufacturing 
sector the difference in the product per worker between 
factory and artisan industry is growing steadily. The 
productivity ratio of 6.3 to 1 estimated for the region as 
a whole in 1950 apparently rose to over 8 to 1 during 
the fifties. Calculations made recently in Colombia, Ecua- 
dor, Peru and Venezuela confirm this general trend. 

In the artisan sector, there is a pronounced gap be- 
tween the average productivity of the primitive rural 
cottage industry and urban cottage and artisan industry, 
particularly the up-to-date type concerned with main- 
tenance and repair of cars, radios, television sets and 
other appliances. 

Productivity also varies widely in factory activities. 
Side by side with up-to-date plants modelled on European 
and United States methods of production and organiza- 
tion, there are medium and small-scale establishments 
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TOI Y LV ibe LI £ to Spas weaving. The 
disparities would be even greater if comparisons were 
- made between separate establishments, since the indexes 
given relate to average figures for groups of establish- 

ments. Similar disparities (4.8 to 1 in cotton spinning, 
5.2 to 1 in the weaving of man-made fibres and 4.9 to 1 
in jute weaving) are noted in Brazil’s textile industry.® 
_A similar state of affairs has arisen in other sectors 
as well. 

In the mining sector, the productivity of large mining 
companies and petroleum enterprises—with their up-to- 
date production methods—ranges from high to very high. 
It fluctuates widely in the medium-scale mining com- 
panies, and is nearly always low, or very low, in small- 
scale mining. The latter’s position is very like that of 
the artisan sector, where there is little chance of sub- 
stantially increasing the average product. 

In the normally low productivity agricultural sector 
there are certain activities in which the product per 
worker may well be several times higher than the 
average for the whole sector. A case in point is Peru’s 
agricultural export sector, which is concentrated in a few 
small coastal areas; official estimates!® show that the ratio 
between its productivity and that of agriculture for home 
consumption rose from 4.7:1 in 1950 to 6:1 in 1960, 
and is expected to drop to 5.6:1 in 1970. 

In Colombia, the product per worker in coffee-growing 
is far higher than in agriculture for domestic consump- 
tion taken as a whole. The same is true of Central 
America’s banana, coffee and cotton export sectors. The 
productivity of the last two sectors has risen appreciably 
in the last few years, thereby improving the competitive 
footing of the Central American countries on the world 
market, 

In Argentina and Uruguay, the product per worker 
is very high on the large cattle and sheep breeding 
estates and wheat farms, compared with the rest of the 
agricultural sector. 


For Latin America as a whole, the productivity of the 
agricultural export sector (sugar, bananas, coffee, cocoa, 
cotton, meat, etc.) is no deubt much higher than the 
average for the whole agricultural sector. Naturally, not 
all these commodities attain such a high level of 
productivity; the proportion earmarked for home con- 
sumption is produced on a small scale, with fairly low 
yields. Presumably, however, the proportion of output 
destined for export is more or less consistent, statistically 
speaking, with the expansion of high-yield plantations. 

In the fisheries sector, Peru and Chile provide a 
further example of an activity—fish meal production— 
whose product per worker has increased rapidly during 
the last few years, as against others which have remained 
virtually at a standstill. The change that has taken place 
is comparable to that occurring in the artisan sector 
which develops to the stage of up-to-date factory industry. 


8See The textile industry in Latin America: I. Chile (United 
Nations publication, Sales No.: 63.11.G.5), p. 48. 

9 See The textile industry in Latin America: II. Brazil (United 
Nations publication, Sales No.: 64.11.G.2), pp. 66, 70 and 71. 

10Peru’s National Economic and Social Development Plan, 
1962-71, volume I, tables 10 and 29, 
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ut per man/year in 


This explains the increasingly critical situation of pas- 


Latin American countries. 


2. CLASSIFICATION OF ECONOMIC ACTIVITIES BY DEVELOP- 
MENT AND PRODUCTIVITY LEVELS 


Just as production enterprises are classified in branches 
and sectors according to the nature of the goods and 
services they produce,-so should systematic criteria be 
introduced for grouping them according to the degree 
of organization, efficiency and productivity they have 
achieved. For example, three broad productivity levels 
might be considered: high, medium and low. 


If other qualitative factors are also taken into account, 
the high-productivity enterprises within each specific 
activity would come to represent the modern and more 
advanced sector of the economy, and the very low- 
productivity units the primitive subsistence sector; 
medium-productivity activities would be somewhere be- 
tween the two, representing the under-developed sector. 
Actually, there would be no clear-cut separation between 
the three sectors and, in practice, some conventional 
system of classification would have to be adopted. 


Although this type of classification would not be the 
same as the traditional method, it would nevertheless 
provide valuable criteria for analysing the economic and 
social structure and planning. In each traditional sector, 
and even in each specific branch of economic activity, 
a new grouping would be made on the basis of the 
above factors, which in turn could be supplemented by 
factors related to capital intensity, characteristic features 
of manpower training and socio-economic levels. 

The study of Latin America’s economic development 
and of the changes in the basic patterns of economic life 
in the past few years brings into focus the co-existence 
of sharply differentiated economic and social systems, 
as is evident from both the production and consumption 
standpoint. This is not a fairly recent development but 
rather a long-term phenomenon deserving of a far more 
searching structural analysis than can be presented in 
a brief report. 

However, it would be advisable to prepare the way 
for a new approach to this analysis, before going on to 
more comprehensive studies, in order to gain a better 
insight into the circumstances and conditions which are 


becoming more and more prevalent in Latin America’s 
economic life. 
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Shee 
be used as i 


ted averages” of a number of given situations, 
th its own characteristics. These situations are 
ping semi-independently in the chief economic 
sectors considered, which actually represent various 
economic systems—some more advanced and others less 
‘so—within the framework of national institutions. Ad- 
ittedly, for want of fuller statistical data, especially 
n the developing countries, the aggregate figures, and 
_ the averages derived therefrom, are the only valid instru- 
ments for undertaking an over-all macro-economic study 
_ of economic conditions in the Latin American countries. 
_ However, the analyses carried out on these bases are 

“not merely superficial but may often lead to errors or 
recommendations unsuitable for the formulation of 
-. economic policy. 


_ The second point is an offshoot of the first. Since 
it is very difficult to appreciate the true economic 
and social position of Latin America or of any other 
tegion where, notwithstanding notable technological 
and socio-economic advances, the economy and the com- 

munity have not yet been successfully integrated, steps 
must be taken to determine as accurately as possible 
which are the basic systems that co-exist and are shaping 


the over-all picture of Latin America’s economy. 


___ The point of departure for this undertaking, which is 
- of equal concern to economists, sociologists and politi- 
cians, could be the distribution of productivity. 


3. DISTRIBUTION OF THE ECONOMICALLY ACTIVE POPULA- 
TION BY LEVELS OF PRODUCTIVITY 


Latin America lacks the necessary statistical data 
* and knowledge to present a table for the economy 
as a whole, grouping economic bodies according to the 
product per worker, on the lines of the tables showing 
personal income distribution by size of income. It would 
be very difficult to present such a table, even if the 
research were limited to determining the three broad 
sectors alluded to above. However, a superficial analysis 
of the available data makes it possible to draw some 
obviously important conclusions as shown below. 


Possibly no more than 10 per cent of Latin America’s 
total active population is employed in highly productive 
activities where organization and efliciency are on 
a par with the stage expected of a modern economy. 
Nearly 50 per cent of the active population would be 
employed in the medium-productivity or under-devel- 
oped group, and the remaining 40 per cent in the lowest- 
productivity or subsistence activities organized along 
primitive economic lines. Still by way of conjecture, 
the hypothesis might be advanced that the average 
productivity of the highest sector, comprising 10 per 
cent of the active population, would probably be four 
times the average productivity of the economy as a 
whole, whereas the average product per worker of the 
proportion in the lowest-productivity group would be 
equal to one-fifth’ of that average. Provided, therefore, 
that these calculations are not too unrealistic, the differ- 


are based would seem to one that the diet buti 
of productivity differs widely beween one sector and 


another. In all probability, less than 5 per cent of the __ 
active agricultural population would be engaged in 


production enterprises belonging to the highest category, 
and over half—perhaps 60 per cent—would be beat hal 
in concerns included in the lowest category; less than 
40 per cent of the active rural population would be 
employed in medium-productivity enterprises. Accord- 
ingly, the notable disparities in the average product 
per worker between the highest and the lowest-produc- 
tivity levels, as presented by a picture of the economy 
as a whole, would be dictated mainly by the structure 
of productivity of the active agricultural population 
and, in lesser measure, by much the same structure 
in the miscellaneous services and artisan sectors. Prob- 
ably 70 per cent of the total economically active 
population in the lowest-productivity group is engaged 


_ in agricultural activities and the remaining 30 per cent 


in non-agricultural activities, artisan industries and serv- 
ices. The structure of productivity by activities is very 
different in the processing, manufacturing, construction 
and basic services sectors. Perhaps 20 per cent of the 
active population engaged in these activities taken as 
a whole belongs to the high-productivity category and 
an equal proportion to the low-productivity category, 
the remaining 60 per cent being absorbed by the 
medium-productivity group. The processing and basic 
services sector apparently accounts for nearly half the 
total economically active population, which would fall 
into the high-productivity category. 

It might be assumed that one-third of the active 
population employed in services in general would 
belong to the low-productivity group and perhaps slightly 
over 15 per cent to the high-productivity group. 

Lastly, if account is taken of the estimated average 
number of dependents of workers in each of the above- 
mentioned categories, a new distribution would emerge, 
very similar to the first, but with minor discrepancies 
as a result of the different number of dependents that 
might be assumed for each level of productivity. Such 
a distribution, which could be improved through the 
compilation of additional basic data, might prove most 
useful in evaluating the effect of the differences in 
productivity on income distribution. 

To sum up, the hypothesis might be sustained that 
while about 11 per cent of Latin America’s total 
population, belonging to the high-productivity category, 
contributes as much to the geographical product as the 
average population of Western Europe, the contribution 
of 40 per cent of the population is on a par with that 
of the populations of the poorest countries in south-east 


Asia. 
4. MANPOWER PRODUCTIVITY PROFILES 


It is very difficult to present a statistical table with 
which to measure and analyse, from different stand- 
points, the circumstances related to the heterogeneous 
and excessively complex economic structure of the Latin 
American countries. Nevertheless, if there were some 
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‘statistical data available, however fragmentary, it would 

- provide an instrument that would not only facilitate 
the study of facts connected with the existence of very 
different economic systems, but would also make for 
the establishment of new development planning strategies. 
Briefly, it would be a matter of determining the various 
labour force profiles, of which the most important 
are productivity, capital intensity (fixed capital per 
employed person), personal income, and educational 


and vocational training." 


11See Manpower structure, educational requirements and 
economic development needs (ST/ECLA/CONF.10/L.36), pre- 
pared jointly by the ECLA secretariat and UNESCO, and 
presented at the Conference on Education and Economic and 
Social Development in Latin America (Santiago, Chile, March 
1962). 
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It is by these profiles that the distribution 
a ase Aye force employed in produ 
activities can be presented in the form of a graph. 
In accordance with the quantitative and qualitative cri- 
teria indicated above, these profiles could be constructed ; 
for each individual sector and even for each branch — 


of economic activity. This would make it possible to | 


draw a clear distinction between the predominant — 


structural characteristics of each sector or branch of © 


economic activity and to evaluate from a new angle © 
the main factors influencing the over-all results, as 
well as the average figures per worker. The over-all — 


profiles for the whole of the economy, in their turn, — 


would represent a combination of all the sectoral profiles, 
weighted by each sector’s relative importance. 


VI. PROSPECTS OF STRUCTURAL CHANGES IN EMPLOYMENT IN LATIN AMERICA 


In the light of the long-term and recent trends noted 
in the structure of employment and in the average 
product per worker in the major economic sectors, 
several conclusions may be drawn concerning the socio- 
economic structures of the Latin American countries 
and their probable evolution in the next ten years, 
ie., up to 1975. More specifically, the structural changes 
in employment in the major economic sectors in relation 
to the growth of the product of each sector can be 
regarded as indicative of the part each sector will play 
in solving the fundamental problem, that is, the pro- 
vision of productive employment for the future man- 
power available. They also serve to evaluate the extent 
to which labour productivity would actually grow and 
how far it would contribute to the growth of the gross 
national product. 


The point deserving most attention is the role of 
manufacturing industry as a source of employment and 
personal income for workers. From the standpoint 
of the relative volume and structure of factory and 
artisan employment, Latin America’s present position 
is like that existing in the more advanced European 
countries in the middle of the nineteenth century, 
or in the comparatively advanced countries at the 
beginning of the present century, since the artisan 
sector is very large and factory employment—though 
still limited—is growing rapidly. 

However, that is where the likeness ends. The growth 
of the European cities kept pace with the upsurge of 
industry. Manufacturing employment—mainly in the 
factory sector—and construction employment came to 
represent half, or more than half, total urban employ- 
ment. By contrast, Latin American cities have developed 
autonomously; industrial employment represents approxi- 
mately one-third of urban employment, and often even 
less (it should be remembered that in Latin America 
the factory sector absorbs a smaller proportion of 
industrial employment than it does in Europe). 

There is another basic discrepancy between the situa- 
tion in Europe and in Latin America. In the previous 
century, the development of factory industry all over 
the world was inevitably accompanied by a substantial 
increase in factory employment. This happened in 
Western Europe, where factory industry came into being. 
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Such is no longer the case. Industrial development in the 
less developed countries means in large measure the 
adaptation of advanced techniques. Up-to-date plants 
are being set up which are modelled on corresponding 
establishments in industrialized countries. Under these 
circumstances, the rapid growth of industrial production 
does not necessarily imply a substantial increase in 
industrial employment. With productivity growing 
quickly there is less need to increase employment. The 
rapid increase in factory productivity is practically 
a worldwide phenomenon today. In spite of the pre- 
vailing doubts as to whether the application of highly 
productive up-to-date techniques is economically war- 
ranted in the developing countries, where there is 
an enormous amount of disguised unemployment and 
wages are low, industrial development continues to be 
based primarily on the setting up and expansion of 
this type of establishment, no priority being attached 
to establishments based on more primitive techniques 
aimed at absorbing as much of the available labour 
force as possible. 


Under these conditions, it would not be out of place 
to assume, for the purpose of formulating illustrative 
hypotheses, that the future growth of factory productivity 
will be 3.5 per cent annually. Since in the meantime 
the relative replacement of artisan employment by 
factory employment would also continue, the gross 
product per worker in the manufacturing sector as a 
whole would increase at an even faster rate (probably 
4.4 per cent annually). 


If in addition the growth rate of Latin America’s 
gross product is assumed to be 6 per cent annually, 
1e., a rise of nearly 3 per cent in the per capita product 
between 1965 and 1975—slightly higher than the 
Alliance for Progress recommendations—the annual 
growth rate of the manufacturing product would prob- 
ably have to be about 7.5 per cent. This means that 
manufacturing employment would increase at an average 
rate of 3.0 per cent annually, ranging from 4.1 per 
cent for factory industry to 1.3 per cent for the artisan 
sector. At this rate, the manufacuring sector could 
absorb about 3.5 million workers, 80 per cent in the 
factory sector and 20 per cent in the artisan sector. 
In other words, the manufacturing sector would absorb 


a 


er cent of the total increase in the labour force 
6 75, with factory industry accounting for 11.1 
cent of this proportion, compared with 13.6 per 
and 9.2 per cent, respectively, during the fifties. 
Artisan and cottage industry employment is tendin 
o decline in Latin America in adtixe total eaky 
ment, as a result of the substitution of factory production 
tor cottage and small-scale industry, a process which 
_ has not yet been completed in several countries, and 
of the slow growth of authentic up-to-date artisan 
_ industry. 
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_ In short, the manufacturing sector is playing, and 
will probably continue to play, a limited part in absorbing 
the manpower increment, even if the growth rate 
_ of the industrial product is stepped up. This deficiency 
_ of the manufacturing sector makes it necessary to seek 
_ other sectors as additional sources of employment for 
_ a great many workers. This is a highly complex 
_ problem and entails the adoption of simultaneous action 
_.in several sectors in order to achieve a new type of 
balance in employment. 


___A second point relates to the relatively limited labour- 
absorption capacity of the two other highly dynamic 
‘sectors of the economy: mining and basic services. 
Formerly predominating in the structure of these sectors 
were the small enterprise and the own account worker, 

_ which permitted the employment of a relatively large 

_ number of persons. The fact that mining, energy pro- 
duction, transport and communications are now utilizing 
modern techniques, which are likely to progress rapidly, 
means that, as in the factory sector, the vigorous 
development of these branches of activity is not accom- 
panied by a major increase in the labour force. It 
should not be forgotten, however, that the over-all 
increase in employment in basic services, particularly 
in various branches of transport, conceals the growth 
in Latin America of a marginal labour force which 
would have no place in more advanced communities. 


Thus, the slow growth of productivity in basic services 
would be attributable more to the unwarranted increase 
in employment than to a lack of technical progress. 


To sum up, it may be inferred hypothetically that 
mining and basic services might in future contribute 
to making good the lack of productive employment, 
though on a more limited scale than before. Thus, 
mining might absorb no more than 0.5 per cent of the 
total increase in the labour force in 1965-1975, as 
against 0.8 per cent during the fifties, Basic services 
might absorb only 7.5 per cent of the total, since in 
1950-1960 it absorbed 8.5 per cent. 


Thirdly, it is not difficult to foresee that the trade 
and finance sector is likely to play a very limited 
role as a source of future employment, for the following 
reasons: on the one hand, the trade sector in general 
has entered a period of technical and structural progress, 
and this has brought about a situation similar to the 
industrial revolution of the previous century, a process 
which has not yet ended in the Latin American countries. 
The introduction of supermarkets, chain stores and 
other innovations, together with major advances in 
storage and transport systems, enables a larger volume 
of merchandise to be handled by a smaller number 
of persons (see table 13). On the other hand, the 
relative cost of marketing, with which too many middle- 
men are now concerned, should be reduced. This is 
the position now in nearly the whole of Latin America, 
to the disadvantage of the farmer in particular and 
the producer in general. By boosting consumer prices 
without at the same time stimulating production, the 
deficiencies in the trade system constitute one of the 
major factors of inflation in many countries of the 
region. This means that action must be continued to 
mitigate the pressure of the active population on trade 
activities, especially in urban areas, and to increase 
trade services in the less advanced parts of the region, 
usually the rural areas. 


Table 13 


STRUCTURAL CHANGES IN TRADE IN THE LIGHT OF THE GROWTH OF THE SELF-SERVICE SYSTEM, 1956-1964 
SO a a ee 


Country 


Number of self-service 


food stores Number of 
supermarkets 
1964 


1961 1963 


fe eS ee SS 


Federal Republic of Germany.......... 1,379 
United's Kane done v.10 sels ci''> caer s cle ners 3,000 
SEG, ee ee aS ST SAS OE EE Boe 3,005 
[ae oe apne mae cece 603 
Netherlands’ ss...ciss.dmicie selde0 csrsisislesiejaiels 512 
SW TEACLIATIC ee cies ole cisieie slate o.cfcia/<lelclate «ala 900 
jini, See nee AOAC On OE ane Saas omenern 541 
Boel pian oe acelin nscale cicheync nse aioe. sinioiane 

Evalyah cite este. elelocieivial aisleilsie’s aeiileywialn of 0% 


22,000 40,094 1,720 
9,420 11,763 1,366 
5,426 6,824 ; 
2,000 4,205 323 
2,650 4,200 180 
1,800 2,453 80 
1,592 2,330 

1502 
160 


Source: FAO, Adjusting marketing organization and techniques for foods and agricultural 


products in Europe to 


meet changing demand situation and structural influences including greater 


concentration on retail distribution (ERC/64/4(6)), presented at the fourth Regional Conference 


for Europe (Salzburg, Austria, October 1964). 
a Increase. 
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Merely by way of a hypothesis, it might be assumed 
Sagragsthn aa Eacaee sector will absorb the same 
or perhaps a slightly higher percentage in 1965-1975. 
This would mean a labour absorption of 14.0 per cent, 
compared with 13.7 per cent during the fifties. 


It will be deduced from the foregoing that the 
remaining sectors producing either goods or services 
would have to absorb the growing manpower surplus 
which could not find employment in manufacturing, 
mining basic services or trade. In other words, miscella- 
neous services, construction and agriculture would have 
to develop considerably in the next few years in order 
to absorb a larger proportion of the natural manpower 
increment than before. Only thus could the Latin 
American countries find a new balance in the field of 
labour. 


An all-important role in the provision of employment 
would be played by other services recording a very 
high growth rate in recent years, i.e., personal services 
(on both a domestic and commercial basis), public 
welfare services (health, education and entertainment) 
and various cultural services, as also in part, those 
relating to public administration, the judiciary, security 
and national defence. These present so complex a picture 
from the economic and social standpoint that the analysis 
of their development prospects is beyond the scope of 
the present brief study. However, a study of their 
past numerical development in different parts of the 
world leads to the conclusion that this sector offers 
definite possibilities of sustained growth. Hence, the 
problem lies not in the total volume of employment that 
can be absorbed by this sector’s activities as a whole, 
but in the internal structure of such employment. The 
relevant socio-economic policy would no doubt aim, 
as far as possible, at eliminating the marginal lowest- 
productivity personal services which, moreover, con- 
tribute nothing to the actual development of the 
community. Productive employment in public services 
is yet another problem. While in certain public activities 
there is a surplus of very low-productivity personnel, 
in others there is an evident shortage of personnel 
which impedes the efficient performance of important 
activities. Educational, cultural, health, social security 
and welfare, judiciary, security, economic and statistical 
administration, and municipal services, besides technical 
assistance for community development, agriculture and 
the marketing of consumer goods, etc., could be greatly 
extended affording employment to a great many workers, 


The same might be said of entertainment and of 
personal services carried out on a commercial basis. On 
the other hand, a decline may be envisaged in domestic 
personal services. This process, which is nearing its end 
in -the industrialized countries, will probably develop 
slowly in~Latin America over the next few years, 
because of the persistent demand for this type of 
services by a section of the population and because of 
the broad sector for which it represents a sure source 
of employment, not easily replaced by other activities 
over the short term. 


To sum up, since employment in the services sector 
has reached saturation point, it seems logical to think 
that in the near future it will not grow as rapidly 
as hitherto, and this, in turn, would enable the average 
product per worker to show a reasonable increase. 
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A rise of 4.2 million workers in “other services”, 
including government services, during the decade 1965- 
1975, compared with some 4.5 million ected the 
fifties, might be considerd a reasonable working hypo- 
thesis, This volume of labour absorption would be 
equal to 16.5 per cent of the total increase in employment 


in 1965-1975, as against 25.5 per cent during the fifties. 


These trends should seriously be taken into account 
in devising the public sector’s budget policy and, in 
general, in achieving a balanced economic development — 
in activities related to services. : 


Construction—quite apart from its significance in the S| 
capital formation process—would have to play a vital 
role in solving the future employment problem. During 
the fifties it absorbed about 8.6 per cent of the total 
increase in employment while the factory sector absorbed 
9.2 per cent. The hypothesis might be advanced. that 
in 1965-1975 construction will absorb about 13 per 
cent of the total increment in employment, a higher 
proportion than—as previously assumed—would be 
absorbed by the factory sector. 


The construction sector, although less complex than the 
manufacturing. sector, is fairly heterogeneous. The 
technological characteristics of major public works, town 
planning schemes and housing construction projects 
differ widely. If the sector is to employ considerable 
numbers, it should not be highly mechanized. This 
criterion, which applies to the construction of dwellings 
and the numerous minor works scattered over the urban 
and rural areas, is no less applicable to major public 
works which lend themselves to intensive mechanization 
and large-scale entrepreneurial organization. However, 
to achieve a notable expansion of the construction indus- 
try which would provide employment for a great many 
workers, a basic condition would seem to be adequate 
supplies of cheap construction materials and equipment. 
This entails not only the corresponding growth of 
factory production, forestry and quarrying, but also 
production organized along better lines and a more 
efficient control of both quality and prices of these 
materials, and of the marketing. and transport costs 
involved. Thus a close relationship exists between 
efficient manufacturing, transport and marketing, on the 
on hand, and the construction sector’s labour-absorbtion 
capacity on the other. 


The same consideration is applicable to the adverse 
effect of the high speculative prices of urban sites on 
the construction of dwellings. 


In Europe, the employment policy of the construction 
sector was traditionally considered an important instru- 
ment in maintaining full employment, The same thing 
happened in the United States at the time of the New 
Deal in combating the Depression of the thirties. Power- 
ful arguments militate in favour of adopting the same 
policy in Latin America, but within a different frame- 
work and directed mainly at stepping up over-all 
economic development. : 


Lastly, it might be useful to consider the agricultural 
sector’s role in the provision of productive employment. 
It would not be surprising to see in the future an 
important change in the accelerated growth rate of the 
urban population during the past few decades, when the 
rate of rural development and the growth of agricultural 
manpower steadily declined. This process, stemming from 
socio-economic factors, has already given rise to the 


in the acc _ capacity of various activities 
minimal 


at 


< above hypothesis, the agricultural 

_ sector could absorb over 31 per cent of the total increase — 

in the labour force in 1965-1975, as against only 27.6 
per cent during the fifties. The effect of this would 

_ be to raise the growth rate of the rural population from 

_ 1.6 per cent in 1950-1960 to 2.5 per cent in 1965-1975, 
and to reduce that of the urban population from 4.5 
per cent to 3.4 per cent (see tables 14 to 18). 


s, combined 
_ rise in agricultural incomes, might have a two-fold 
effect on countries with a high proportion of agricultural 
_ population and a rapid rate of population growth: the 
_ accelerated growth of the agricultural labour force in 


‘- 2 Table 14 
3 Latin AMERICA:® HYPOTHESIS OF THE EVOLUTION OF THE URBAN POPULATION AND THE ECONOMICALLY 
= a : ACTIVE POPULATION, 1960-1975 
eg (Thousands of persons) 
- 1960 1965 1970 1975 
A. Total population ......... ais tasniNV eis iate 199,144 228,756 264,756 305,838 
ural population... sacseneeine 2 107,954 117,085 132,140 149,393 
4 Percentage of total 54.2 51.2 50.1 48.8 
* 2.2 Urbans population... ccs. aielaaieine 91,190 111,671 132,616 156,445 
<a Percentage of total 45.8 48.8 49.9 biz 
a B. Active population. .< kiss <ctiecee <n 65,951 i 75,490 87,370 100,930 
— I. Agricultural sector ............. 31,480 33,850 37,660 41,830 
e- Percentage of total 47.7 44.8 43.1 41.4 
ee 2. Non-agricultural sector ......... 34,471 41,640 49,710 59,100 
- Percentage of total 52.3 55.2 56.9 58.6 
4 
4 Source: ECLA, on the basis of official statistics and unpublished data. 
es : 
3 a Excluding Cuba. 
a Table 15 
: Latin AMERICA: HYPOTHESIS OF FUTURE EVOLUTION OF THE ACTIVE POPULATION, BY MAIN ECONOMIC SECTORS, 1960-1975 
4 Sector 1960 1965 1970 1975 Sector 1960 1965 1970. ‘1975 
BEC L TAT". 5 ci heltly 0.6/8 o.0c eee ae 65,951 75,490 87,370 100,930 (ii) Artisan  sec- 
- Ne ee 4,498 4,760 5,110 5,440 
a A. Agricultural sector .... 31,480 33,850 37,660 41,830 (c) Construction 3,187 3,650 5,870 6,940 
z i i Are apenas 4,200 5,070 6,100 
BE’ B. Won-ericultural sector . 34471 41,640 49,710 59,100 O07) Basioy erence 
Wogicde cnt Sasi 2, Services. ctor cicics cr 17,843 22,740 26,030 31,390 
. Goods and basic ser- 
eicest fe s<.... tet 16,628 18,900 23,680 27,710 (a) Trade and finance 5,995 7,230 8,840_—10,790 
ae (b) Government .... 2,419 2,950 3,500 4,200 
(a) Mining ........ 681 700 750 820 (c) Miscellaneous ser- 
(b) Manufacturing 9,373 10,350 11,990 13,850 vices -419e 2.8 7,899 9,900 11,300 12,860 
(i) Factory sec- (d) Unspecified  ac- 
TOL ct aes 4,875 5,590 6,880 8,410 tivities ccs s e/- 1,530 2,660 2,390 3,540 


Source: ECLA, on the basis of official statistics and unpublished data. 


& Excluding Cuba. 


185 


oe Gs wee ereee ere Ses ° ts 
(a) Trade and finance. eerie) coves eeeee 
DS) SGovermMent.<c.awapes ypecesenae 
(c) Miscellaneous services .......... 


Source: ECLA, on the basis of official statistics en unpublished data, 
a Excluding Cuba. : 


Table 17 


Latin AMERIca :@ HYPOTHESIS OF THE FUTURE ABSORPTION OF THE NET INCREASE IN THE ACTIVE POPULATION BY MAIN ECONOMIC SECTORS, : 


AND GROWTH RATE OF EMPLOYMENT IN EACH SECTOR, 60-1975 


(Thousands of persons and percentages) 


1960-1965 1965-1975 1960-1975 
tage of tage of tage of - 

Sector Btlrcaie: Utneiedes “hat > inctegaie <> in eee ORI ee gee 
ee 
LICKIN eeereemaeriaonorinncesctomircaeia: 9,539 100.0 2.7 25,440 100.0 29 34,979 100.0 2.9 
AveeAgricultural Sector © .xtecensivcte oe 2,370 24.9 15 7,980 31.4 Px! 10,350 29.6 19 
B. Non-agricultural sector ........ 7,169 75.1 3.8 17,460 68.6 3.6 24,629 70.4 3.8 

1. Goods and basic services.... 2,272 23.8 2.6 8,810 ” 34.6 39 11,082 ele 3.5 
a) maining vei -sssioteteioiiarerernice 19 0.2 0.6 120 0.5 1.6 139 0.4 1.2 
(b) Manufacturing ......... 977 10.2 2.0 3,500 13.8 3.0 4,477 12.8 2.6 

(i) Factory sector ..... 715 7.5 2.8 2,820 11.1 4.2 3,535 10.1 our 
(ii) Artisan sector ...... 262 2.0 1.2 680 2.7 13 942 237 1.3 
Cope Gonstructionte is ccencscn 463 4.9 2.8 3,290 12.9 6.7 3,753 10.7 5.3 
(d) Basic services .......... 813 8.5 4.4 1,900 7A 3.8 2,713 7.8 4.0 

DSS ChULCES mectny Piatt. sis. 4,897 51.3 5.0 8,650 34.0 ie) 13,547 38.7 3.8 
(a) Trade and finance....... 15235 12.9 3.8 3,560 14.0 4.1 4,795 13.7 4.0 
(6) Government ............ 531 5.6 4.0 1,250 4.9 3.6 1,781 5.1 aye 
(c) Miscellaneous services .. 2,001 21.0 4.6 2,960 11.6 2.7 4,961 14.2 3.3 
(d) Unspecified activities ... 1,130 11.8 11.1 880 35 2.9 2,010 Sez 5.7 


Susy anaes 


@ Excluding Cuba. 
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(d) Unspecified activities ........-. 28 3.5 27 3.5 0.8 Sit Foo ed ce as 
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_ Yate indicated above and agricultural employment went 
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a fo If the agricultural sector and the rural area failed 


to absorb the potential manpower increment at the 


up no faster than before, there would almost inevitably 
be a sharp increase in the marginal labour force, 
concentrated chiefly in the major cities. By way of 
illustrating its possible magnitude, suffice it to think 
that marginal employment in 1965-1975 might extend 
to nearly 7 million persons, i.e., a net increase of over 
4 million, or 16 per cent of the total manpower 
increment. , 

A general conclusion to be drawn from the above 
analysis of the labour market’s development prospects 


839 
unspecified activities) ORS CES 703 ? 
ource: ECLA, on the basis of official statistics and unpublished data. * Dy east 


er = e 


is that there is a notable imbalance in the structure 
of employment in most of the Latin American countries, — 
and that a great many factors prevent a balance from 
being restored. It is difficult to achieve this under 
more or less spontaneous economic development condi- 
tions, and this enhances the need for a socio-economic 
policy that will deliberately lead to the necessary struc- 
tural changes, and for an intensive education policy 
that will conduce to a better utilization of human 
resources, a more equitable income distribution and a 
more efficient production system. 
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FOREIGN TRADE OF ARGENTINA AND AUSTRALIA, 1930 TO 1960 (II)* 
by Ruth Kelly . 


The article on the above subject, of which the first 
part was published in the previous issue of the Bulletin, 
is concluded in the present paper. The first part contains 
a description of the essential features of the development 
of trade in Argentina and Australia between 1930 and 
1960, the long-term trend of the countries’ exports, and 
the direction and composition of their trade. It also 
includes an analysis of the factors which carried weight 


*See the first part of this article in the Economic Bulletin 
for Latin America, vol. X, no. 1 (March 1965). Although the 
author is a staff member of the Economic Commission for Latin 
America, the views expressed are her own and do not necessarily 
reflect those of the secretariat of the Commission. 


in the evolution of foreign trade in the two countries, 
beginning with an extensive reference to the relative 
position of Argentina and Australia up to 1930 and 
continuing with observations on the contrast noted in 
their economic development. In the present second part 
the analysis of the factors which affected the development 
of Argentine and Australian trade is concluded, with 
a detailed reference to the events and policies governing 
that development during the decade of the Depression, 
the Second World War and the post-war period. The 
conclusions drawn from the entire study are set out 
at the end of the paper, where a statistical annex will 
be found which refers more particularly to the first 
part of the article. 


DETERMINANT EVENTS AND POLICIES DURING THE PERIOD 1930-1960 


The different trends followed by the exports of 
Argentina and Australia respectively, over the thirty-year 
period reviewed, will now be examined in the light of 
the interaction of events experienced and policies 
followed during these years. For this purpose, it must 
be recognized at the outset that trade policies per se 
are not the only forms of government behaviour which 
have an important influence on international commercial 
transactions. For example, production for export is 
influenced by credit and investment policies, price and 
wage policies, measures affecting monetary stability and 
other internal problems, as well as through the more 
obvious links with exchange policies, trade treaties, 
import restrictions and other tools for regulating external 
trade relations. Likewise incentives are heightened or 
weakened not only by short-run prospects of temporarily 
favourable price or exchange conditions but also by 
long-run prospects of stability or instability of earnings 
and even by the insurance or nuisance value of antici- 
pated consistency or inconsistency of government 
behaviour, All of these factors have been important 
in connexion with the supply side of exports from 
Argentina and Australia, in addition to concrete events 
and trends affecting both the supply and demand aspects 
which, in their turn, influenced policies. A further 
complication arises from the fact the results of events 
and policies are cumulative and mutually reinforcing, 
in some cases involving vicious circles in such a way 
that it becomes very difficult to categorize events and 
policies according to the relative amounts of pressure 
they have brought to bear. The best that can be done 
is to identify the positive and negative influences and 
important causal relationships. What follows below is 
an attempt to achieve such identification, presenting 
the material by major chronological periods. 


THE DEPRESSION AND RECOVERY DECADE 


It has already been seen in the first half of the 
present article that although Argentina maintained the 
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volume of its exports fairly well throughout the thirties, 
Australia actually managed to achieve a noteworthy 
increase. Likewise the initial decline in the value of 
Australia’s exports at the beginning of the Depression 
was not as sharp as in Argentina. The four major 
factors deemed to have directly supported Australian 
exports, in relation to world agricultural exports, in the 
thirties were the measures taken by the Commonwealth 
to encourage exports, preferences in the United Kingdom 
market, the maintenance of world demand for wool, 
and the heavy drop in wheat output in North America. 


The last two factors were also of importance for 
Argentina although in the case of wool Australia derived 
more absolute benefit since it had long been exporting 
more than twice as much wool as Argentina. Whereas 
world imports of wool averaged 1,135,200 metric tons 
a year in the period 1924-1928, they averaged 1,195,500 
tons in the following five years and 1,155,700 tons 
between 1934 and 1937. The remarkable stability 
demonstrated by these totals is partly accounted for 
by the fact that during the years when United States’ 
imports of wool were at much lower levels than prior 
to the Depression, imports by Japan were rapidly 
increasing due to great expansion in its wool manu- 
facturing industry. Whereas Japanese imports of raw 
wool averaged only 37,600 metric tons in the period 
1924-1928, they increased to 108,300 metric tons by 
1933. Imports of the United Kingdom, Belgium- 
Luxembourg and Italy were also significantly higher 
on average between 1929 and 1933 than between 1924 
and 1928.1 


With respect to wheat, table 1 shows how Argentina 
and Australia improved their positions as exporters of 
bread grains and products whereas that of the United 
States declined. 


1 International Institute of Agriculture, World trade in agri- 
cultural products, its growth, its crisis, and the new trade 
Policies, Rome 1940, p. 446. 


i cei ; F Table 1 
ARGENTINA, AUSTRALIA AND THE Unrrep STATES EXPORTS OF BREAD 
GRAINS AND PRODUCTS (INCLUDING FLOUR) 


Le 


"Quantity ph shat 
i (thousands of long tons) (percentages) 
1923-1933 
United States: ............. 3,418 15.3 
Ce ae ane ae oe 3,305 14.8 
1 a oe 4,267 19.1 
1934-1938 
United. States ......,..... 1,019 6.5 
PIROMINAL ne acs ae se, 3 2,792 17.9 
Brntstrilia, 5.4... nis cs 3,560 22.8 


Source: U.S. Department of Agriculture, United States F 
Products in Foreign Trade, Statistical Ballade LIZ US. sioane 
ment Printing Office, Washington, D.C., 1953, page 168. 


On the other hand, throughout the thirties world 
demand for wheat, which had been Argentina’s prin- 
cipal export commodity, was not maintained as well as 
that for wool. 

The annual average for the period 1929-1937 was 
more than 12 per cent lower than for the period 
1924-1928. The period showing the greatest decline 
was 1934-1937, when average world imports were even 
lower than the annual average for 1909-1913. One of 
the principal reasons for the decline was the increase 
in wheat production in countries which had been 
important traditional importers, an increase due partly 
to heavy tariff protection during the Depression and 
partly to improved production techniques. Another reason 
for the decline was the long-term change in the dietary 
habits of developed countries, with less emphasis being 
placed on wheat. Apart from the fact that world demand 
for Argentina’s principal export commodity was declining 
in the thirties while that for Australia’s principal 
commodity was rising, Argentina’s wheat trade suffered 
from natural calamities—an unduly wet season in 1934/ 
35 and drought in the following season. In October 1937, 
a combination of low wheat stocks and high domestic 
prices led the Government to impose a temporary ban 
on wheat exports. On the other hand, Australia’s wheat 
exports benefited from the Empire Preference measures 
granted under the Ottawa Agreement of 1932. Its share 
of the United Kingdom market rose from 39 to 59 per 
cent within the next three years. 

In the case of meat, the third major commodity 
exported by both Argentina and Australia, the latter 
derived special benefits from its position in the British 
Empire, whereas Argentina exports to the United 
Kingdom suffered under the Ottawa Agreement as well 
as from the different treatment accorded by the Anglo- 
Argentine treaty of 1936. Under the Ottawa agreement, 
the United Kingdom agreed not to increase its imports 
of chilled beef from countries outside the Empire above 
their 1932 levels and to reduce its imports of frozen 
beef and mutton from those countries so that by mid- 
1934 they would amount to not more than 65 per cent 
of their 1932: level. Under the terms of the Roca- 
Runciman agreement between Argentina and the United 
Kingdom (1933) the latter was to be allowed, in 


“addition, to ‘reduce its chilled beef imports to 10 per 
cent below the 1932 figure should certain circumstances 


if 


make this necessary. Under the 1936 agreement, mini-. 
mum annual quantities of chilled, frozen and canned 
beef to be purchased by the United Kingdom between 
1937 and 1939 were all lower than actual imports in 
1935 and 1936. Moreover, in 1936 the United Ki gdom 
imposed a duty on foreign beef. 


The importance to Australia of Empire Preference 
during the thirties is described for a number of products 
in the study of the International Institute of Agriculture 
cited earlier and the special case of beef is dealt with 
at length in an article by an Australian economist? in 
a 1963 issue of The Economist Record. The author 
states that increased exports of Australian beef to the 
United Kingdom were “largely at the expense of the 
Argentine beef industry”, pointing out that beween 
1932 and 1938 Argentina’s shipments of chilled and 
frozen beef to the United Kingdom fell 10.6 per cent 
and Australia’s rose by 85 per cent. (Beef was propor- 
tionately a much more important export item for Argen- 
tina than for Australia.) Sugar was another important 
commodity which benefited from Empire Preferences 
during the thirties. Australia was able to expand exports 
due to preferences granted by Canada and the United 
Kingdom, A reverse example of the importance of 
Empire Preference measures is the fact that New Zealand 
did not grant a preference to Australia on sugar 
imports and despite its physical proximity actually 
imported most of its sugar from other sources. 

Australia’s share in world sugar exports rose from 
1.1 per cent in the period 1924-1928 to 4.1 in 1938. 
Still other examples of the importance of Empire Pre- 
ferences in the thirties may be cited. The preference 
granted by the United Kingdom on barley and oats 
resulted in that country becoming the largest purchaser 
of these commodities from Australia in 1934/35, 
1935/36, and 1936/37. The United Kingdom granted 
a preference of fifteen shillings per hundredweight for 
Australian exports of butter, thus allowing Australia to 
increase its share of the United Kingdom market. The 
Canadian preference on raisins was an important factor 
in raising Canada’s imports of raisins from Australia 
in the thirties. 

A comparison of the policies followed by Argentina 
and Australia during the thirties reveals many similari- 
ties. Both countries followed deflationary policies in the 
early part of the thirties, both assisted exporters by 
devaluing their currencies to a similar extent, both took 
measures to support or stabilize prices of export products 
and provide financial relief to producers, and both 
tightened import restrictions. Some measures differed 
somewhat in technique but had the same intent and 
similar effects, such as bounties paid to wheat producers 
in Australia and government price supports for wheat 
in Argentina. Both countries engaged in bilateral trading 
arrangements, Since Argentina could obviously not be 
a party to the Ottawa agreement, it had to resort to 
a somewhat different form of bilateralism than Australia. 
In connexion with similarity of policies, it might also 
be pointed out that both countries arranged moratoria 
on farm debts in order to limit mortgage foreclosures. 


2R. Duncan, “Imperial preferences: the case of Australian 
beef in the 1930’s”, The Economic Record, Melbourne University 
Press, June 1963. 
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There were some differences in policies followed in 
the two countries, although these are not so obvious 
as the similarities. One such difference pertains to the 
use of exchange controls and exchange profits. Argentina 
established the Exchange Control Commission in October 
1931, required that all exchange transactions be con- 
ducted through authorized banks at official rates and 
at the end of 1931 pegged the rate at about 60 per 
cent of parity. In 1933 new regulations were put into 
effect. The Exchange Committee fixed the official buying 
rate of foreign exchange, except for about 10 per cent 
of the total which could be sold in a newly-established 
free market. Likewise importers of goods not covered 
by the requirement of prior exchange permits could 
obtain exchange in the free market. Between 1934 and 
1937 the official selling rate averaged 12.7, 13.3, 14.7 
and 6.7 per cent above the buying rate. The profit 
resulting from the difference between the two official 
rates was partly intended to compensate the Government 
for the effect of depreciation on the public debt service 
and partly to finance support of farm prices. In 1938 
balance of payments difficulties and the desire to speed 
industrial expansion led the Government to impose prior 
exchange permits for merchandise entering through the 
free exchange market and in August 1939 the free market 
was discontinued for merchandise transactions and a 
system of multiple official rates established. In Australia 
exchange control was much simpler—the pound being 
fixed to the pound sterling at 1.25 from the end of 1931 
to 1939—and other means were found to bolster agri- 
cultural prices. For example, a sales tax on flour helped 
finance bounties paid to wheat growers and in 1937 the 
Wheat Industry Assistance Scheme was devised whereby 
flour was to be taxed for the benefit of wheat producers 
in years when wheat prices would be low and vice versa 
in years when they would be high. In other words, the 
flour millers would benefit from the tax when the export 
price of wheat would rise above a stipulated level. 

A second policy difference is the fact that Australia 
followed a special goal of spreading the cost of the 
Depression over the entire economy. This aim was 
combined with the deflationary policy pursued in the 
early thirties and although the latter has been openly 
regretted, the special share-the-cost feature has been 
defended and credited with speeding up recovery. It 
involved, among other measures, compulsory wage and 
interest decreases which probably encouraged some 
investment. Likewise income and sales taxes as well as 
import charges were raised, Argentina imposed similar 
taxes, including an emergency income tax levied for the 
first time in that country, but there is evidence that 
the burden of the Depression fell quite unevenly on 
different sectors of the economy. Price indices for non- 
agricultural commodities did not register the declines 
shown by agricultural prices and industrial unemploy- 
ment never hecame a serious problem. 

An interesting phenomenon of Australian economic 
life is that producers in that country appear to be 
willing to put up with a strong degree of Government 
manipulation of the economy provided that there is 
no direct interference with prices. Many forms of 
indirect influences on prices, such as wage floors, taxes, 
credit restrictions, import charges, etc., will be accepted 
but most peacetime attempts actually to regulate prices 
have eventually failed, due partly to the constitutional 
ban on interference with inter-state commerce and partly 
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to the fact that producers have oppose ; 
even when they were designed in their own interests. 
This was very evident during the Depression years and 
in the post-war period as well. While this attitude cannot 
exactly be referred as a national policy it does relate 
to an important point of difference between Australia 
and Argentina with respect to the Government’s ability 
to manipulate price incentives for exporters. As early 
as 1930 a Wheat Marketing Bill was proposed in Austra- 
lia and defeated. It had envisaged a Federal pool and 
guaranteed price. A proposal for the regulation of 
wool exports was opposed by both growers and traders, 
and although a Wool Board was eventually established 
in 1936, its functions were limited to research _and 
publicity. Controlled marketing was proposed for indi- 
vidual agricultural commodities and not only was the 
proposal rejected, in some cases at least, by the 
producers themselves but it was denounced as unconsti- 
tutional by the Privy Council. Compulsory features of 
a butter price stabilization and domestic quota plan 
suffered a similar decision by the Council in the second 
half of the thirties and the scheme reverted to its 
previous voluntary status. Attempts to amend the Consti- 
tution and empower the federal government to regulate 
interstate commerce were heavily defeated in a national 
referendum in 1937.3 Although organized marketing and 
price manipulation did not become fully effective in 
Argentina until the forties, they did have earlier origins 
in the thirties, in the form of purchases of export 
commodities by the Government at basic prices fixed by 
the Ministry of Agriculture as well as the operation 
of the exchange rate differential. 


On the whole Australia seems to have been better 
able than Argentina to follow an aggressive policy in its 
trade bilateralism of the thirties. It was so successful 
in its negotiations with the United Kingdom that it 
actually derived more trade benefit from Empire Prefer- 
ences in that decade than did the mother country from 
its exports to Australia. In 1936 Australia sought 
even greater advantages from its trade with the United 
Kingdom by adopting a trade diversion policy which was 
to have the result of reducing imports from countries 
having favourable trade balances with Australia in 
order to give the United Kingdom an even larger share 
of the Australian market, in the hope that Australia 
could further increase its shipments to that country. 
This was a temporary policy which met with great 
difficulties, including a short-lived trade war with Japan 
(settled in January 1937 through a new treaty) and the 
loss of most-favoured-nation treatment in the United 
States. Australia established in the thirties the institu- 
tional framework for its subsequent active international 
salesmanship, creating a Department of Trade, a Trade 
Commissioner Service, and a post for a Special Minister 
for Trade Treaties. Trade commissions were sent to 


3 The Government experienced a similar defeat in 1948 when 
it attempted to obtain, again through the necessary referendum 
that would amend the Constitution, permanent power to control 
prices and rents. For a time the State Governments assumed 
this responsibility, which had temporarily been delegated to the 
Commonwealth Government during the Second World War, but 
difficulties in achieving unanimity caused the price control system 
gradually to break down and disappear. As late as 1959 the 
Commonwealth Government was still trying to obtain extension 
of its powers to cover organized marketing of primary products. 
See P. H. Karmel and Maureen Brunt, The structure of the 
Australian economy, Cheshire, Melbourne, 1963, p. 19. 
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ypposed such attempts 


89 yt 


By 


y Ae 
a 


a number of cities, including Tokyo, Shanghai, Batavi 
Cairo, Wellington, Calcutta, New evork a roe 


The Trade Commissioner Service proved successful and 
was subsequently greatly expanded. Its functions have 
included surveys of market prospects for Australian 
exporters, the arrangements of introductions to buyers 
and agents, international advertising through publica- 
tions and comprehensive assistance to business visitors 


to Australia. 


In adjusting to a trade world where multilateralism 
had given way on all sides to bilateralism, and where 
its largest customer was in the process of allying itself 
more firmly with competititors in primary exports, 
Argentina had to make some difficult compromises. One 
of the principal problems was the inflexibility imposed 
by the Inconvertibility of currencies resulting from the 
barter or compensation agreements which governed a 
large part of world trade in the thirties, By 1938 about 
60 per cent of Argentina’s imports were made through 
barter or compensation agreements (10.3 per cent for 
Germany; 20.1 per cent for the United Kingdom; and 
29.6 per cent for other countries). Thus imports had 
largely to be taken from those countries which bought 
Argentine goods and exchange permits were used not 
only to restrict imports but to adjust them to the 
compensation requirements. Trade with the United 
States could not be expanded owing to the existence 
of the compensation system in general, combined with 
the fact that United States imports from Argentina were 


_ not expanding in the thirties. 


A concrete example of one of the undesirable effects 
of inconvertibility on exports may be found in both the 
1936 and 1939 annual reports of the Central Bank 
of Argentina. It relates to the compensation agreement 
with Germany. The 1939 report states: “At one point 
steps had to be taken to reduce the risk of holding 
an appreciable amount of reichmarks without cover in 
the face of possible fluctuations and with no possibility 
of converting them into other currencies. As Germany 
was unable to guarantee such convertibility, the only 
recourse was subsequently to limit exports to the value 
of imports. To this end, the maximum value of exports 
was fixed every month in accordance with the amount 
of reichmarks sold to importers for the payment of 
German goods, with the exception of seasonal and special 
credits granted and reimbursed within the year for 
reasons of seasonal flexibility.”4 


An agreement with France provided for conversion 
into dollars of the surplus francs accumulated through 
Argentina’s favourable trade balances. However this 
was not possible in the case of the United Kingdom. 


The Depression had an indirect as well as a direct 
effect on the long-term trends of Argentina’s exports. 
It was during that era that substantial import-substituting 
industrialization was taking place, fostered by restrictions 
on imports and foreign exchange, and reached levels 
unknown in the country in earlier decades. As a result, 
the movement of an important segment of the rural 
population to the cities took place. This movement 
gradually accelerated, gaining more momentum in the 
forties (between 1943 and 1947 alone, 20 per cent 


4 Banco Conall de la Republica Argentina, Memoria Anual, 
1939, pp. 10, 11. 


_ of the 1943 rural population moved to urban areas) § S 


As indicated earlier, when agriculture is not sufficiently 
mechanized to compensate for a shift of population 
towards other activities, it lacks the necessary elasticity 
of supply to expand production in years when market 
prospects appear favourable. This factor has some bearing 
on the unavailability of export surpluses of some agri- 
cultural products in subsequent years when supply 
deficits occurred. 


An economic study® published in Argentina in 1941 
foresaw the dangers of increasing migration to the cities: 
Moreover we should remember that the depopulation of 
our rural areas is a serious matter. Out of a population 
of 13 million, 9.5 million of us live in urban areas. 
While acceptable in highly industrialized countries, such 
a ratio is intolerable in those whose basic wealth rests 
on the producis of the soil.” 


Other indirect effects of the Depression undoubtedly 
had an influence on trade developments in Australia in 
later years. The deeply-felt need to expand foreign 
markets and the experience gained in this process in the 
thirties must have influenced the subsequent dynamic 
policies and procedures of the Trade Commissioner 
Service. Likewise the harsh effects of the Depression on 
the internal economy were so deeply impressed upon 
official memory that anticyclical policy again became 
the driving force behind the Government’s economic 
programme even before the end of the Second World 
War. In this connexion it must be remembered that 
the percentage of unemployment in Australia in 1932 
and 1933 was even higher than in the United States, 
reaching 29 per cent in the former year and 25 per 
cent in the latter,’ whereas in Argentina it did not 
exceed 5 per cent. The Australian Government’s post- 
war economic expansion and immigration programme, 
stimulated by that country’s experience in both the 
Depression and the war, has been credited with being 
a major motivation of the country’s progress in the 
fifties. An Australian economist has stated: “.. . expecta- 
tions in Australia during the post-war period have been 
buoyant. There has been widespread faith in the 
continuing economic development and growth of Austra- 
lia. Most importantly, the high level of immigration and 
the general confidence that a high level will be main- 
tained have helped to provide businessmen with the 
anticipation of a continually growing market and this 
has allowed them to plan their investment programmes 
well ahead and permitted them largely to ignore short- 
run fluctuations in the growth of output... Should 
expectations as to the future growth of demand be 
revised downwards to any appreciable degree, then the 
increase in capital stock that is regarded as being appro- 
priate will be revised downward as well in accordance 
with the marginal capital-output ratio . . . The rate of 
growth of output maintainable without government inter- 
vention to support aggregate demand is only about half 
of that which has been maintained over the last eight 
years. And even this might not be maintainable without 


5 Gino Germani, “Algunas repercusiones sociales de los cambios 
econémicos en Ja Argentina’, in Cursos y Conferencias, Buenos 
Aires, January-March 1952, as cited in the United Nations, 
Report on the World Social Situation, New York, 1957, p. 175. 

6 Manuel J. Francioni and Emilio Llorens, Ritmo de la Eco- 
nomia Argentina en ios ultimos 30 anos, Confederacién Argentina 
del Comercio, de la Industria y de la Produccién, Buenos 
Aires, 1941, p. 311. 

7 United Nations, Statistical Yearbook, 1948, p. 85. 
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governtnent action ... for a fall in the rate of gtowth of 
output would be likely to affect autonomous investment 
adversely.” Similar views on the importance of the 
expansion programme of the Government may be found 
in one of its own publications.® 

Whereas in Australia the post-war drive for expansion 
and its effects on production and trade may be considered, 
in part at least, to be a heritage of the Depression era, 
Argentina’s Depression heritage took a somewhat different 
form. As mentioned before, and repeated here for the 
sake of comparison, the reorientation that took place 
in Argentina’s economy, starting in the thirties and ac- 
celerating in subsequent years, consisted of import- 
substituting industrialization and increased urbanization 
of the population. What is the significant difference be- 
tween the process that took place in the one country 
and that in the other? From the standpoint of the present 
study on trade, it is important to note that Argentina’s 
process involved primarily a struggle for more economic 
self-sufficiency (less external economic vulnerability) and 
greater internal diversification of production. As the 
process progressed, it came, for a time at least, to involve 
the sacrifice of some aspects of national activity for the 
sake of stimulating others. It was, through necessity, 
a defensive adjustment process rather than a dynamic 
advance on all fronts (internal and external), which is 
more typical of the form taken by Australian anti-cyclical 
policy. Perhaps part of the genesis of the Australian 
process may be found even in the very period, early in 
the Depression, when that country was still pursuing a 
deflationary policy, i.e., in its intense dedication to the 
principle and practice that the cost of the Depression 
must be spread over all sectors of the economy. On the 
other hand, external impediments to agricultural produc- 
tion and exports were much greater in the case of 
Argentina and therefore it is not surprising that this 
country should have found it advisable to follow a dif- 
ferent policy. 


THE EFFECTS OF THE SECOND WorLD WAR 
During the Second World War (1940-1945) the volume 


of Argentina’s exports suffered more than during the 
Depression. In fact the 1930-1939 levels were not regained 
even in the few good years of the early post-war period. 
The volume erosion that started in the thirties (compared 
with the last half of the twenties) was more than twice 
as serious during the war years, so that by 1945 the 
cumulative effects of fifteen years’ experience represented 
the loss of almost 25 per cent of the export sector. 
In the case of Australia, the volume of exports in the 
five-year period 1940-1944 was only slightly lower than 
in the preceding half-decade and considerably higher 
than during the decade of the thirties as a whole. While 
there was a decline in 1945, this was a temporary 
phenomenon, followed by a long-term gradual increase, 
despite some fluctuations. 

Before examining the relationship between the war 
and trade developments and policies, in each country, 
it is of interest to observe the special stimulus that the 
conflict constituted for the Australian economy in general. 


8D. J. Smyth, “Investment, growth and the trade cycle, the 
post-war Australian experience”, The Economic Record, vol. 28, 
no. 82, Melbourne University Press, June 1962. 

®Commonwealth of Australia, The Australian economy, 1958, 
Commonwealth Government Printers, Canberra, 1959. 
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E, Ronald Walker, in his book The Australian Economy — 


in War and Reconstruction, describes the Australian 
wartime economy from the viewpoint of a former 
Deputy Director General of the Department of War 


Organization of Industry and incidentally describes the 


general effect that participation in a war may be expected 
to have on the industrialization process. He states, “War 
is a hothouse, in which industries spring up at a rate 
and in directions hardly predictable from the peacetime 
trend. The special conditions that force industrial devel- 
opment in wartime are the demand for new products, 
the assurance of large markets, the ready expansion of 
capital funds, the increased productivity of labour and 
management and the systematic intervention of the 
Government to overcome the various obstacles that impede 
the progress of individual production programmes.”1° 
He explained that the provision of finance presented 
the least difficulty for the creation of new productive 
capacity as demonstrated by the lag of government ex- 
penditure behind revenue and borrowings in the earlier 
stages of the war. The general principle followed for plant 
financing was that the Treasury should bear the cost 
when the plant was established primarily to meet the 
Government’s wartime requirements and would not be 
justified on ordinary business standards. 


Just as the First World War broadened the scope 
of Australia’s industrialization pattern (according to 
Walker, in 1919 the Government was able to list 400 
articles not previously included in the country’s manu- 
factures) so the Second World War brought a redis- 
tribution of balances of employment, plant, power and 
access to raw materials. Employment in industrial metals, 
machines, tools and conveyances increased from 31.8 
to 38 per cent between 1937-1938 and 1941-1942, the 
latter being an earlier date than that of the drastic 
reconstruction of the economy under government war 
organization of industry. The proportion employed in 
the clothing industry fell from 15.3 per cent to 12.2 
per cent. The food, drink and tobacco group dropped 
from 14.6 per cent to 13.1 per cent over the same 
period, despite the fact that it was servicing the require- 
ments of hundreds of thousands of Allied servicemen. 
On the other hand, the chemical group nearly doubled 
in proportion, rising from 3.4 per cent to 6.5 per cent. 


After 1942, when Australia became the principal Allied 
base in the Pacific, the economy changed even more 
drastically. A diversified range of weapons, machinery 
and explosives were manufactured domestically and the 
wartime performances of the secondary industries in 
general are reported by Walker to have bred technological 
self-confidence. The road sector of the national infra- 
structure was also strengthened by a sharp increase in 
the mileage of “made” roads. Likewise, aviation facilities 
expanded, Australia was called upon to provide increas- 
Ing quantities of food, munitions and clothing to the 
United States army and to the armies in India and 
Burma and was building its own shipping and aircraft. 

The extent of the economic war effort is summed up 
by another Australian author! as follows: “Since 1939, 
Australian life and industry have been radically changed. 
By the regimentation of her people and the conversion 


10K, Ronald Walker, The Australian economy in war and 
reconstruction, Oxford University Press, New York, 1947, p. 133. 
cit Gavin Long, “Australia in the Second World War”, included 
agree ed. by C. Hartley Grattan, Cambridge University 
ress, j 


onl 


* 
; 
é 


ba 


i * 


of industry, she achieved a war effort comparable (in 


proportion to the size of her po i i 
hee a ae : population) with that 
Despite the great economic losses of th 3 
| p! I | e war, there 
seems to be no doubt that the vast industrial effort it 
entailed, the experience gained, and the post-war con- 
version of war industries to peacetime production, 


_ provided new momentum and dimensions to the indus- 


trialization process. The strengthening of the steel, metals 
and chemical industries have undoubtedly made it easier 
for Australia to be competitive internationally in the 
export of manufactured goods. The contribution of these 
industries to the technical improvement of the agricul- 


tural sector indirectly facilitates exports of its products 
as well. 


Argentina’s economy was not challenged during the 
war with the intensity characteristic of the demands 
made upon that of Australia. There is a big difference 
between being forced by a war to increase local produc- 
tion of consumer goods to compensate for international 
shortages, or lack of shipping space, and, on the other 
hand, being forced actually to produce the goods and 
supplies for a war. Not only was industry affected 
differently but agriculture as well. Whereas in Australia 
production in important branches rose despite the loss 
of a significant segment of manpower, food processing 
was stimulated by rapid technological improvement, and 
the demands of the war had a stimulating effect on 
productivity, in Argentina output was discouraged by 
difficulties in disposing of surpluses of important field 
crops. In fact, toward the end of the war, these diff- 
culties reached a point where huge quantities of grains 
were consumed as fuel. 


At this point, it is necessary to examine the effects 
of the war in each country in the specific field of trade 
developments and policies. In the case of Argentina, it 
intensified existing trade problems and brought new 
ones. lis initiation saw the interruption of former large 
purchases by Central Europe; a year later trade with 
France, Holland, Belgium, Italy and other countries 
had practically been suspended, and the maritime war 
was affecting trade with the United Kingdom. Argentina’s 
balance of payments was adversely affected and the 
problem was aggravated by a deterioration of its terms 
of trade, an increasing trend toward bilateralism and 
new currency conversion difficulties. Toward the end of 
1939 the Bank of England informed Argentina that it 
could no longer continue to authorize the free conversion 
to other currencies of the “reasonable annual amount” 
for payment of debt to third countries (provided for 
in the Trade Agreements of 1933 and 1936). Thus free 
conversion was suspended for the duration of the war. 
Balances of the Central Bank in the Bank of England 
in excess of one million pounds were converted into 
gold, in order to guard against depreciation. However 
there was no safeguard possible against price rises in the 
level of Argentina’s imports vis-d-vis gold. Meanwhile 
deficits were occurring with Argentina’s trade in con- 
vertible currencies at the same time that compensation 
accounts showed a surplus, 


As mentioned earlier, Argentina inaugurated new 
exchange regulations in 1939. It also modified import 
charges and regulations in an effort to solve balance 
of payments problems. Between the end of 1939 and the 
beginning of 1941, there were three classes of imports: 


(a) 


) goods necessary for consumption and industry 
enjoyed a preferential exchange rate of 15 pesos per 
pound sterling; (b) less essential goods were subject 
to an exchange rate of 17 pesos; (c) some categories — 
of goods were subject to quantitative restrictions, With 
respect to the decline in Argentina’s exports, the Grain 
Board purchased excess stocks to relieve the burden 
on producers, the operations at first being financed 
through bank credit, By the time (1941) that increased 
exports to the United States and loans from that country 
had resulted in an improvement of Argentina’s reserve 
position and a partial relaxation of import restrictions, 
it was not possible to take adequate advantage of the 
improvement, suppliers no longer being able to provide 
goods required in the quantities demanded. The con- 
traction of supplies coming from abroad constituted a 
major problem from 1941 onward and seriously affected 
such important categories as machinery, transport 
equipment, fuels, and construction materials (by 1943 
imports for industry had been cut by over 60 per cent). 
Partly as a result of the decline of both imports and 
exports, prices of imported and industrial goods were 
on the rise whereas agricultural prices were depressed. 


Argentina tried in a number of ways to compensate 
for its trade problems with belligerent countries. To 
the extent possible, it reoriented import demand toward 
the United States. It entered into compensation and 
payments agreements with neighbouring countries and 
with Spain and sought to strengthen its ties with neutral 
countries. One noteworthy example was the 1941 agree- 
ment with Brazil covering suppression in that country 
of substitutes for imported Argentine food items, reci- 
procal facilities for importation and sale of industrial 
products, reciprocal credits for purchase of surpluses, and 
agreement that annual trade balances in excess of a 
determined sum could only be used to cover increased 
purchases by the creditor country. Likewise efforts were 
made to stimulate exports of new products through 
exchange rate mechanisms, Starting in 1941 a system 
of bidding for exchange permits for less-essential goods 
previously subject to the exchange rate of 17 pesos 
went into effect, with a view of securing higher exchange 
rates for imports with which in turn to compensate 
exporters able to market new types of products. In May 
1941 the President authorized the functioning of a trade 
promotion agency, the Corporacién para la promocién 
del intercambio (organized by representatives of Argen- 
tine-United States trade). The main purpose of the 
agency was to stimulate trade with the United States 
and other American countries and to promote exports 
of new products. Its functions included the study of 
foreign markets, advertising, contracting of technicians 
required to inform Argentine industrialists concerning 
the tastes of foreign consumers, provision of liaison 
between Argentine producers and foreign markets, and 
co-operation with national authorities in the supervision 
of the quality of goods exported under the agency’s 
auspices. Under the supervision of the Central Bank, 
the agency engaged in the sale of foreign exchange 
earned from the export of new products referred to 
earlier in this paragraph. In order to avoid stimulating 
uneconomic industries, profits to the exporter from the 
exchange differential were limited to 4 per cent, the 
balance resulting from the differential to be spent on 
advertising abroad, the study of new markets and the 
development of exports in general. The Government 
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\ 1944. Some figures on the destination of this tonnage 

trade p have been selected from Goxeretncat pales i to seit 

to the public to finance the purchase of crop how the war in Europe and the Pacific attected exports — 

7 A ee rn ge ; to specific countries. They are presented in ae ; 

Despite the efforts of the Government to strengthen The wartime drop in exports is of course much more — 

Bade laces in Latin America and with neutral nations © dramatic when viewed from the standpoint of decline 
elsewhere, and to stimulate exports of new types of in tonnage. As was seen earlier, changes in the value 


Table 2 
CHANGES IN TONNAGE OF ARGENTINA’S EXPORTS TO ELEVEN COUNTRIES (1940-1944) 
(Thousands of tons) 


Country 1940 1941 1942 1943 1944 
Belgium se. srpski ccieres. > ara, o 376 — — _— — 
Brivamen nes ore afeleig reTuereetlecs SHORBe A 3,519 1,594 ML PPY, 1,421 1,852 
WMenmankesesncesaetcestscr Mace oe 139 — _ —_— — 3 
La hatel oer Ent GB ATSC naan ain 249 8 3 1 — : 
Irish Free State ...... ee eae 257 — 24 vé 27 
all yacrerssfartesiaaste hey acer ates oiapsurtete BOGE 388 Dn. — — — 
Ay stn eTae sees racevessciates eickorereissele tose ctstels ‘ 690 97 — — — 
INGtHEPIAN US wre cicctevstsieiis esse sierereiets 522 P25) 3 4 2 
Norway secs. a eicieceieits minis eterateusisi ace 98 3 1 3 1 
United States ............ eerste 868 1,302 754 739 907 
Yuposlayia ws seewesieecies ee vere oe 6 — — 1 0.7 


Source: Ministerio de Hacienda, Direccién General de Estadistica de la Nacion, El Comercio 
Exterior Argentino en 1941 y 1940 y Estadisticas Economicas Retrospectivas, 1941 y 1940 and... 
1943 and 1942, Buenos Aires, 1943 and 1944. Ministerio del Interior. Consejo Nacional de Estadistica 
y Censos. Direccién General de Estadistica y Censos de la Nacién. El Comercio Exterior Argentino 


en 1944 y 1943 y Estadisticas Econdmicas Retrospectivas, Buenos Aires, 1945. 


of exports were less drastic. This is due to the fact that 
exports of livestock products did not decline as did 
those of field crops. Table 3 compares war and pre- 
war exports of the more important of these crops (wheat, 
maize, linseed, oats, barley and rye). 

Total annual tonnage of agricultural exports (excluding 
livestock products) averaged 12,942,647 in the period 
1934 to 1938 and persistently declined to the low level 
of 3,304,098 by 1942, with only negligible increases in 
1943 and 1944 to 3,316,989 and 4,132,623 tons 
respectively. 

It is difficult to compare the trade experiences of 
Argentina and Australia during the war years in terms 
of common denominators, since the temporary but violent 
distortion of Australia’s trade practices and goals did 
not exactly have its counterpart in Argentina, While it 
is true that normal trading conditions ceased to exist 
for both countries, in the case of Australia the very 
object of trade was altered for the duration of the 
conflict. All economic activities became subject to strict 
government controls and all efforts had to be subor- 
dinated to the demands of war, even when this meant 
sacrificing potential new export markets. Exports were 
licensed and became a means of procuring imports 
required for the war effort as well as a means of 
co-operating with the other belligerent countries. Exports 
of goods which did not serve these purposes were 
considered to be the equivalent of a senseless export of 


194, 


manpower at a time when this element was critically 
scarce. In fact, the Government actually decided, when 
the question arose, not to develop new export markets 
during the hostilities except when they were clearly 
necessary for carrying on the war. Other abnormalities 
of trade during the war resulted in the sale of goods 
abroad by Australia without the goods themselves leaving 
the country or, in the case of relatively non-perishable 
goods, more than a year’s delay in their transport. These 
conditions resulted from a number of factors. In the 
first place, after the entry of Japan into the war, Austra- 
lia’s allies had forces stationed in that country which 
absorbed products that might otherwise have physically 
left the country as exports. In the second place, the 
whole of the wool clip, except for 12 or 13 per cent 
used for local manufacture, was purchased by the United 
Kingdom for the duration of the war and one year 
thereafter; purchases did not correspond to actual 
exports, due to shortage of shipping space and the nature 
of requirements. In the third place, trade of the Allies 
was subject to joint planning in order to make better 


use of shipping facilities and also to save time on 
shipments. 


Although Australia was bound by agreement to give 
the United Kingdom first priority on its exports, the 
United Kingdom was making purchases in Australia for 
shipment elsewhere and the value of goods actually 
shipped to the mother country declined while that of 
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Table 3 


_ ARCENTINA’S EXPORTS OF PRINCIPAL GRAINS (1934-1938 and 1939 to 1944) 
(In tons) . 
Years Wheat Maize Linseed Oats Barley Rye 
LOSA-SOS Seca oe. 3,218,344 6,526,756 1,541,442 368,669 333,761 115,450 
AaS0> Stee coe 4,745,944 3,196,073 1,183,203 359,791 259,513 194,851 
| ere ree seseeee 3,640,101 1,874,707 752,119 216,973 388,867 166,414 os 
LL a aaa 2,389,673 553,099 664,716 105,866 88,330 32,798 
TOR A ae eRe a 2,176,189 219,859 315,107 13,552 75,403 4,085 
DAS SR Rie ahve lk 1,955,447 190,408 646,489 59,017 38,021 7,157 
: SO ee eee eoee 2,326,440 549,591 275,191 63,580 145,283 3,852 
g Source: Ministeri 
>, RCE: Ministerio del Interior, Consejo Nacional de Estadistica y Censos, Direccién General 
g pa ey hcg te le Agee eee Argentino en 1944 y 1943 y Estadisticas Econé- 
a ® Annual averages. 
z 
e goods destined to Commonwealth ies i i i i i 
ia é ont Wealth countries in general _ particularly affected this crop, not to mention the sizable 
Z pee ; ee at of the war-time changes in the rop in manpower dedicated to its cultivation, Part of 
e neh ee a ustralia’s trade were only temporary, it the reduction m acreage was due to the Government's 
— iB tkely that new trade ties developed with the United policy of licensing production and the fact that it was 
: States during that period are part of the explanation of found necessary to reduce the licensed acreage of Western 
increased trade with that country in the post-war period. Australia by one third due to a surplus in that state. 
Z ereas Australia was importing civilian goods from More intensive use of the land licensed was partly the 
i the United Kingdom in 1943-1944 in an amount that result of the licensing measure and partly the result 
, was only a little over half their value in 1938-1939, of the Government’s policy of paying producers a 
imports from the United States in 1943-1944 were 77 guaranteed price with corresponding adjustments upward 
per cent higher than in the earlier year (total imports should the Government later realize a profit on the sale. 
of civilian goods were greatly reduced, due to spe- _—_In the case of losses, a tax on flour helped to finance the 
cial restrictions—licensing, quotas and prohibitions— guaranteed price. In 1945-1946 the guaranteed price 
although total imports more than doubled). Likewise the | was raised and it was decided to encourage expansion 
United States greatly increased its share of Australia’s of acreage. Production of another important export 
exports to non-Commonwealth countries during the war. crop—sugar—fell rather heavily during the war but 
Australia’s agricultural sector showed remarkable by 1944-1945 had recovered to close to 85 per cent of 
resiliency in overcoming handicaps during the war. The the 1938-1939 level. The Government continued during 
gravest problems were presented by loss of manpower the war its previous policy of an import embargo to 


to the armed services, the shortage of fertilizers, and 
fluctuations in demand which at first represented diffi- 
culties in disposing of what in normal times would have 
been export surpluses and later meant increasing pressure 
to produce more to supply the bases of Australia’s allies 
in the vicinity. On the whole, production of Australia’s 
principal export products was well maintained through- 
out the war. During most years, wool production was 20 
per cent above the pre-war level, stimulated by the 
United Kingdom’s purchase of the entire clip at a 
guaranteed price somewhat above that prevailing in 
1938-1939 and increased later as costs rose. Total meat 
production increased by about 5 per cent between 1941 
and 1944 and production of canned meat increased by 
seven times the pre-war level. At the beginning of the 
war, the United Kingdom had agreed with Australia to 
accept all surplus production and demand was further 
sustained by the requirements of the war in the Pacific. 
Wheat production declined but the productivity of land 
under wheat increased and, except for the drought year 
1944-1945, the decline was not of disastrous proportions. 
The annual average production for the years 1939-1940 
to 1943-1944 was only 6 per cent below the annual 
average for the five years ending 1938-1939. Area under 
cultivation showed a much greater decrease—44 per 
cent—over the same period. The level of output is 
surprising in view of the fact that the fertilizer shortage 


maintain the domestic price level. A fifth important 
export category—the dairy industry—was particularly 
hard hit by the loss of manpower, and milk production 
fell by about 14 per cent between 1938-1939 and 1944. 
1945, In the last three years of the war, the Government 
took measures to restore dairy production, releasing over 
12,000 men from the services specifically for this industry 
and providing financial subsidies to it. Recovery of the 
sector was also aided by four-year contracts between 
Australia and the United Kingdom which guaranteed a 
market and price for exportable surpluses until the end 
of 1948. By 1946 the volume of exports of this industry 
was well above the pre-war level, although there had 
been a shift away from butter in favour of increased 
exports of preserved milk and cheese. 


For reasons expressed earlier no attempt has been 
made to achieve a statistical comparison of exports of 
specific products from Australia and Argentina during 
the war years. On the other hand, the data presented 
above indicate that increased war-time demand and the 
diversification of demand had a stimulating effect on the 
productivity of the Australian economy in general, that 
Australia’s trade ties with the Commonwealth and the 
United States were strengthened by unprecedented forms 
of mutual aid, with markets for important export products 
sustained by war demand, that United States exporters 
came to have an enhanced appreciation of the importance 
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“markets (see te - and the particularly 
decline of grain exports 


most important category for that country—consti- 


THE POST-WAR PERIOD 


At the close of the war, the Government of Australia 
made it quite clear that full employment would be the 
principal objective of its economic policy. At the same 
time it was realized that economic expansion demanded 
a larger market, a particularly important factor for those 
fields where economy of scale is specially relevant in 
determining unit cost of production. This consideration, 
combined with the psychological effect that the war had 
had in making a larger population appear desirable from 
the standpoint of defence, resulted in the Government’s 
immigration programme, started in 1947. Under this 
programme Australia received one million immigrants 
over the following decade. The buoyant effect of the 
Government’s full employment and expansion pro- 
grammes on the economy in the post-war period has been 
described earlier. 

Another important aspect of public policy in the post- 
war period had to do with an intensification of the 
import substitution process. The tariff combined with 
some more temporary direct controls, had the effect of 
encouraging a substantial flow of new direct foreign 
investment, in addition to protecting existing industry 
and exercising some control over the balance of payments, 
Thus the protectionist policy and the way in which it 
was carried out made foreign exchange available and this 
served to compensate for a persistent balance of pay- 
ments deficit on current account in most years of the 
post-war period. In other words the foreign investment 
attracted by the import substitution programme, com- 
bined with export proceeds, permitted Australia to import 
the raw materials, fuels and capital goods required for 
its industrial expansion. At the same time direct import 
controls had to be used to curtail imports for balance 
of payments reasons. Thus protection in general had the 
opposite effect of both stimulating and curbing imports. 


Analyses of the criteria used for determining the 
pattern of import protection in Australia have been set 
forth in two recent authoritative sources,!2 as well as 
a number of more dated references. Although some 
doubis have. been expressed as to whether the criteria 
for tariff-making have been appropriate for yielding 
the most desirable pattern of growth, there is general 
agreement that they have had a favourable influence on 
the efficiency of production. One of the principles 
followed by the Tariff Board is to grant only the margin 
of protection required for the survival of an efficient 
firm, the definition of efficiency varying according to the 


12'W. M. Corden, “The tariff”, included in The economics of 
Australian industry, ed. by Alex Hunter, Melbourne University 
Press, 1962; and P. H. Karmel and M. Brunt, The structure of 
the Australian economy, F. W. Cheshire, Melbourne, 1962. 
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ry is likely t : 
might be denied it if its high due to : 
Board is more reluctant to grant high protection to an 
industry producing goods which are elements of input 


an industry igh costs were. 


in another protected industry. An industry which pro- 


duces a minor proportion of total consumption of its 


product is likewise less eligible for protection. Other 
criteria of a worthwhile industry are that it creates 


opportunities for manufacturing employment, or uses 


Australian imputs, aids decentralization, saves foreign 


exchange, contributes to defence or harmonizes with 


government policy. According to P. H. Karmel and M. 
Brunt,!® “the Board has shown itself prepared to take 
a tough line with large and small firms alike. It has 
stressed repeatedly that it will not protect firms from 
the consequences of their own mistakes (e.g. the creation 
of over-capacity). It has stated that it is unwilling to 
underwrite wage and profit rates higher than normal. 
It has shown itself appreciative of ingenuity, initiative 
and innovation, Indeed, the Tariff Board administers a 
system of rewards and punishments which could become 
for a considerable section of manufacturing industry a 
partial substitute for the sanctions of the competitive 
market.” 

Whether or not the levels of the Australian tariff may 
be considered high depends of course on which countries’ 
tariffs are being compared with Australia’s. If the 
comparison is with EFTA countries the general tariff 
applied in Australia will appear high but compared with 
that of Argentina (including the latter’s exchange sur- 
charges) it appears low. Australia has three sets of 
tariff rates, one being the United Kingdom Preferential 
Tariff; the second is applicable to countries enjoying 
most-favoured nation treatment under GATT, and the 
third is applied to the rest of the world. It is reported 
that the upper limit of protection for United Kingdom 
Preferential Tariff rates is 27.5 percent and that with 
some exceptions, such as for textile items, the upper 
limit for most-favoured nation treatment is usually in 
the neighbourhood of 50 to 60 per cent. Although 
temporary quantitative restrictions, imposed for balance 
of payments purposes, stimulated import substitution in 
the fifties in general, the tariff is the instrument limiting 
imports in Australia. This contrasts with Argentina 
where the tariff came to play a secondary role, subor- 
dinated to exchange rate policies, import prohibitions 
and exchange surcharges. 

With respect to the Government’s policy of stimulating 
exports, the activities of the Trade Commissioner Service 
increased steadily in the post-war period. By the end of 
the fifties, there were over thirty Trade Commissioner 
posts in twenty-four countries (in 1961 and 1962 addi- 
tional posts were opened in Beirut, Lima, Caracas and 
Athens). In addition Trade Correspondents have operated 
elsewhere under the general direction of the nearest 
Trade Commissioner. The functions of the Commissioners 
continued to be essentially the same as they were in the 
thirties, when the Service was established (surveys of 
market prospects, advice on sales and advertising methods, 


13 Op. cit., p. 141. 
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of loss arising from non-payment of their overseas 


10th eT measure to encourage exports was the estab- 
nt in 1956 of an Export Payments Insurance Cor. 
Protect Australian exporters against risks 


accounts. The Corporation is self-supporting, operated 
on the basis of premiums paid by exporters, and does not 
cover risks normally insurable with commercial com- 
panies. The risks covered by the Corporation include 
those of insolvency or protracted default of the buyer, 
exchange transfer delays, government regulations which 
may prevent entry of goods, war or revolution in the 
buyer's country, and other external events beyond the 
control of the exporter. The element of security repre- 
sented by the Corporation’s coverage makes it easier 
for exporters to secure export credit elsewhere. The 
Corporation has issued policies covering exports to 
over 142 countries and insured a wide range of Australian 
exports. 


During the fifties the work of the Trade Commissioners 
was reinforced by another international selling tech- 


_ nique—the Trade Mission. This technique has taken 


varying forms—Trade Ships, Trade Survey Missions, 
Specialized Selling Missions, and ordinary Trade Mis- 


sions. The Survey Mission obtains commercial infor- 


mation, assesses the potential market for Australian 
goods, recommends publicity and promotion programmes, 
The Specialized Missions are confined to one industry 
at a time whereas the major Trade Missions usually 
comprise between twenty and forty businessmen from 
all sectors of commerce, agriculture, finance and indus- 
try, together with Department of Trade representatives. 
The function of the group is first to sell and secondly 
to publicize and promote Australia as an exporting 
nation. From 1954 onward, Australia sent overseas four- 
teen major Trade Missions, three Trade Ships, five Trade 
Survey Missions and two Specialized Selling Missions. 
The Missions covered about fifty countries. 


Australia also uses tax incentives to stimulate exports 
(income tax exemptions for expenses related to promotion 
costs and partial or entire relief from a tax on labour 
costs, depending on the magnitude of the increase in 
exports achieved over a base year). Still another measure 
has been the long-standing publicity programmes to 
assist wool in competing with synthetic fibres, financed 
by a modest tax on exports. 


In addition to attempting to increase exports, the 
Government continued its previous policies directed 
toward achieving some market stability for Australian 
products, Examples of this are continued adherence to 
the system of Commonwealth preference, and to inter- 
national commodity agreements, such as the fifteen-year 
Meat Agreement with the United Kingdom, and other 
price-stabilizing schemes for specific products. After the 
Second World War, however, the return to the produce 
for wheat and sugar was below export parity and the 
“home-price scheme” was used as an anti-inflationary 
measure rather than as an aid to producers and exporters. 
This deviation from its original purpose was found by 


Ag it had stimulated producti 
convinced than many that Australia woul 
significantly more foreign exchange if she 
a more aggresive commercial policy. Moreover, we thir 
that producers may legitimately risk some prosper 
for security.” i yet es 9 

In its trade with the United Kingdom, Australia is 
favoured by important factors other than Common- 
wealth Preference and commodity agreements referred | 
to earlier, such as quotas established by the United 
Kingdom to protect Commonwealth trade when the 
Commonwealth preference is not sufficient to prevent 
excessive supply from third countries (the case of butter 
at the end of the period under review), and bans on 
imports from other areas on health grounds (the case 
of pork from Argentina). 

Australia’s bilateral agreements in general, unlike 
Argentina’s in the post-war period, were not aimed at 
balancing trade bilaterally, but (with the exception of 
the Commonwealth countries) at securing favourable 
treatment for specific commodities or at avoiding dis- 
crimination either in the case of special items or imports 
in general. The agreements with the Commonwealth 
countries involving British Preferential Tariff treatment 
have aimed at a high level of Commonwealth trade, in 
keeping with the purposes of this type of agreement. In 
this sense, it may be considered that one of their aims 
was a balancing of trade on something less than a 
strictly multilateral basis. 

In November 1956 a new trade agreement was entered 
into by Australia and the United Kingdom designed to 
replace the original Ottawa agreement and correct some 
imbalance in benefits. It preserved security for Australian 
exports in the United Kingdom market but lowered 
the obligatory margins of preference which Australia 
extended to the United Kingdom. In June 1960 a new 
agreement was signed between Australia and Canada 
replacing the 1931 agreement and continuing mutual 
preferential treatment at the United Kingdom Preferential 
Tariff rates. The 1933 trade agreement with New Zealand, 
along the same general lines, continued in effect through- 
out the period reviewed. Other trade agreements included 
those with Japan (important for ensuring Australia fair 
competition in wool, wheat, barley, sugar, beef tallow, 
cattle hides, dried skim milk and dried vine fruits) ; 
Federation of Rhodesia and Nyasaland, Federation of 
Malaya, Federal Republic of Germany, Indonesia, South 
Africa, Brazil, Czechoslovakia, France, Greece Iceland, 
Israel, and Switzerland. Some of these last-named 
agreements represented an exchange of tariff and similar 
trade concessions for specified commodities, and others 
(such as the 1951 agreement with Israel and the 1952 
agreement with Iceland) covered exchange of most- 
favoured nation treatment for imports in general. 

A noteworthy stabilizing factor in relation to Aus- 
tralia’s trade was the relative simplicity and consistency 


14 A. C. Little, “Some aspects of government policy affecting 
the rural sector of the Australian economy, with special reference 
to the period 1939-45-1953” The Economic Record, Melbourne 
University Press, September 1962. 
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of the exchange rate system. As mentioned earlier, 
except for the period 1939-1951, when the sterling- 
dollar rate was fixed, the Australian pound was fixed 
to the pound sterling, fluctuating parallel with it vis-a-vis 
non-sterling currencies. This is in striking contrast with 
the very complicated and frequently changing exchange 
régimes in Argentina, as will be noted later. 

A further policy to which the Government of Australia 
has necessarily been committed in the post-war period 
has been control of inflation. This condition resulted 
from the interaction of wage support policies, import 
controls, insufficient internal competition among produ- 
cers and distributors and the general boom and full 
employment that prevailed throughout the fifties. In 
other words, the purpose of the anti-inflation policy, at 
least in part, has been to control one of the less 
desirable effects of the other important policies just 
described, i.e., economic expansion, import substitution 
and export stimulation, Until 1960, the end of the period 
reviewed in the present study, somewhat less emphasis 
was placed on controlling inflation than upon the other 
policies conflicting with it (after February 1960, the 
Commonwealth Government did take strong measures to 
restrain internal activity with the result that a recession 
occurred). As a result, this policy was less successful 
in its immediate aims than were the others. This does 
not mean that the Government did not control the 
problem. On the contrary, a number of important mea- 
sures were adopted which prevented inflation from 
becoming the very crucial problem which it represents 
in Argentina and other countries. 

These included the following: 

1. To deal with the inflation associated with the 
Korean hostilities, the 1950-1951 budget provided for 
temporarily withholding part of the excessively high 
receipts from wool sales and the 1951-1952 budget 
increased direct and indirect taxes. At the end of the 
war boom the measures were reversed; 

2. In 1956 and 1960, when further inflation threat- 
ened, taxation was again increased and subsequently 
relaxed; 

3. In the field of money and credit, Australia was 
not able to resort to open market operations since the 
market for Government bonds is very small and the 
impact on the economy of such operations would be 
extremely limited. The main weapon of the Central 
Bank has been its power (between 1941 and 1960) to 
force the commercial banks to deposit with it sums 
related to the increase in the commercial banks’ own 
deposits over a base date. The sums varied with the 
monetary policy requirements,!® 

In relation to™credit policy it is also important to 
note that Australia has used qualitative, as well as 
quantitative, credit controls on a large scale. One author! 
states: “The growth of the Central Bank’s power over 
the post-war period would seem to have converted the 
commercial banks into public utilities carrying out public 
policy for a remuneration controlled by the Central 
Bank, but while this is true in a general way, the 
commercial banks still have a most important and 


15 The release of special accounts, combined with the im- 
mediate imposition of import controls, enable the Central Bank 
to avert a liquidity crisis in the financial year 1951-1952. 

16R. R. Hirst, “Post-war monetary policy in Australia”, The 
Economic Record, Melbourne University Press, May 1953, p. 15. 


198 


‘specialized function to | perform, namely the determi- 


eT ncn, Gr at eae _* Cg i Se oe 
Ro no te een 
i, pn 
- 

Ne 


_- 


nation of the creditworthiness of the borrower.” The 
underlying principle of directives issued by the Common. 
wealth Bank between 1947 and 1952 was that capital 
expenditure and non-fluctuating working capital should 
be financed outside the banking system. This placed 
more pressure on the public for the purchase of 
securities and a corresponding amount of consumption 
was discouraged. Likewise limits were set for amounts 
that could be loaned for building houses or acquiring 
non-speculative rural properties, and loans for personal 
needs were limited to 500 Australian pounds. The 
commercial banks were required to judge whether new 
advances would finance essential production, increase 
production above the ultimate demand or lead to produc- 
tion which in the long run would be uneconomic. 


The qualitative credit controls influenced the direction 
of growth of the economy, quantitative controls having 
been found weak unless used in conjunction with 
qualitative controls. An example of this function of 
qualitative controls is that banks have been permitted 
to finance capital expenditure in the rural industry 
and elsewhere in the economy where shortages of 
essential goods have retarded production. 

It has also been found desirable that monetary policy 
be consistent with decisions of other influential bodies 
in the Australian economy (Commonwealth Treasury, 
Arbitration Commission, Tariff Board). Hirst reports:17 
“While it has been within the power of the monetary 
authorities to reduce the post-war fall in the internal 
value of money, changing its external value or restricting 
the expansion of liquid assets required to finance the 
higher money national income, the monetary authorities 
have not acted contrary to the decisions of the Arbi- 
tration Court in order to maintain full employment.” 


4, The financing of public works from current revenue 
rather than from borrowing has served to prevent 
aggravation of the problem of inflation which might 
otherwise have occurred; 


5. As mentioned earlier, schemes for stabilizing 
prices of agricultural products (below international levels 
after the Second World War) were also a disinflationary 
force, although they have been criticized on other 
grounds, 


The ability of the Australian Government to control 
inflation was at times partly limited by one important 
factor constitutionally beyond its control—its inability 
to restrict consumer credit extended by private concerns 
whose activities tend to raise interest rates generally 
just at a time when boom conditions prevail. 


The fact that inflation in Australia has persisted even 
over long periods when there has been no evidence of 
excess demand, such as the latter part of the fifties, has 
led to the suggestion!® that it has been more cost- 
induced than demand-induced. In other words, persistent 
rises in wages or possibly in overseas prices affecting the 
Australian cost level, or a combination of the two, have 
been the long-run motivating force. Most of the anti- 
inflationary measures described above have been directed 
against excessive demand. There is no doubt that the 
extremely low degree of unemployment prevailing in 
Australia in the post-war period has had inflationary 


i - Elst, Op. cit., p. 2. 
- H. Karmel and M. Brunt, The structure of the Australi 
economy, F. W. Cheshire, Melbourne, 1962. Le i ae 


_ type of wage policy followed by the Government which 
places a gradually rising floor under wages but no 
ceiling above them, allowing for strong bargaining in 
a labour market where manpower is scarce. 


On the whole, though, it can be seen that inflation 
has not presented the problem in Australia which it has 
~ elsewhere. Domestic savings and investment have been 
maintained at a relatively high rate and foreign investors 
have found the country both an economically and 
Politically stable destination for their funds. The balance 
of payments problem has been solved, temporarily at 
least, by import controls as well as by the stream of 
direct foreign investment. In fact the extent to which 
the economy is foreign-owned is becoming a matter of 
serious preoccupation. 


It is impossible to deal with trade policy in Argentina 
in the early post-war years outside the framework of 
the industrialization policy, due to the fact that the 
former was subordinated to the goals of the latter. 
Moreover policies followed in the first decade of the 
post-war era had more bearing on trade developments 
in the years 1945 to 1960 than those followed between 
1965 and 1960, not only because the former period 
was twice as long, but also because the long-run effects 
of policies have their full impact only after some time 
has elapsed. This explains why it was necessary earlier 
in the article to deal with pre-Depression influences and 
why less attention will be paid in this section to the 
final years of the period reviewed. In Argentina as in 
Australia there was official concern, at the beginning 
of the post-war period, over the possibility of unemploy- 
ment becoming a problem. In fact even before the end 
of the war fears were voiced that once foreign mer- 
chandise again would become available, Argentina might 
not be able to compete in products where new import 
substituting industrialization had been going on during 
the early forties. There was, however, an important 
difference in emphasis between Australia’s post-war pre- 
occupation with full employment and Argentina’s desire 
to avoid industrial unemployment, as the very difference 
in terminology would indicate, and as has been explained 
in the preceding section. The Commission on Unemploy- 
ment of the National Post-War Council (Consejo Nacio- 
nal de Postguerra) published a report?® pointing out 
that unemployment had never constituted a really serious 
problem in the past when the economy was predominantly 
agricultural (with the exception of seasonal unemploy- 
ment) but that conditions were changing. It referred 
to the growing percentage of the active population 
engaged in industry, recognized the principal role of 
the latter as employer of the increase in the potentially 
economically active part of the population, and expressed 
doubts as to whether industry, left to its own devices, 
might be able adequately to continue to fill this role. 
This attitude was influenced partly by the fact that 
during the war the notion had been growing that 
increasing industrial production was compensating for 
the loss of an important segment of the agricultural 
export trade®® and that this phenomenon was in itself 
a part of the economic growth process, as Argentina 
became less agricultural and more industrial. 


19 Described in Revista de Economia Argentina, June 1945, 
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. 20 See Revista de Economia Argentina, June 1943, pp. 221-225. 
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If account is taken of the considerations expressed — 
above, in the light of ‘the great discouragement to the 
agricultural export sector mentioned at the end of the 
preceding section of this article, it is not difficult to 
understand how industrial growth came to be identified, 
in official policy, with the achievement of national 
economic independence. Rapid industrialization appeared — 
in the middle forties to offer the surest escape from 

ependence on the vicissitudes of the international 
economy, by reducing the country’s dependence on 
imports and, indirectly, on exports. In order to achieve 
this goal, the Government was prepared to take sweeping 
measures. These came to include radical changes in the 
banking system in order to permit the maximum exten- 
sion of credit; an agricultural rent and price policy 
which had the effect of favouring industrial income 
over agricultural income; state monopoly trading aimed 
at strengthening the country’s bargaining position abroad 
and obtaining increasing quantities of industrial raw 
materials under more favourable terms of trade, regula- 
tion of prices internally; heterogeneous forms of import 
restrictions which strongly favoured import-substituting 
industrialization; and an export policy of “selling to 
those who sell us what we really need”.?1 


In 1946 the State-trading Instituto Argentino de 
Promocién del Intercambio (IAPI) was established and 
from then until 1955, an important part of trade policy 
was implemented by the activities of this organization. 
It dealt in products divided into nine categories (cereals, 
oilseeds and fodder; oils and residues; oilseed by-pro- 
ducts; milling by-products; products of the cattle indus- 
try; those of the sheep industry; those of the swine 
industry; forest products; and mining products). The 
last category was added only in 1952, but aside from 
tung and cottonseed, added in 1951, the rest of the 
products (38) were under its jurisdiction from 1946 
onward. 


Purchases and sales of these products by IAPI were 
of three types, direct, differential and “calzada”. Direct 
operations involved purchases by IAPI from producers 
and later sale for its own account. Differential operations 
required payment to IJAPI by the exporter of a per- 
centage over FOB value of sales, with the percentages 
established by IAPI, in some cases periodically and 
in others prior to approval of the sale. The third type of 
operation applied to beef and pork and was applied 
in combination with the differential. Tt involved pur- 
chases by IAPI at prices fixed by this organization 
and simultaneous export sale, likewise at prices that 
it established. In the early years of its existence JAPI 
operated at a profit and in the latter years at a loss, due 
to the fact that the prices it was paying producers were 
above world export prices. IAPI worked with a number 
of commissions which were established for important 
products, such as the Comisién Nacional de Granos, 
the authority of the Commissions being related more 
to the technical side of production whereas IAPI con- 
trolled the production and price side. For example, 
when IAPI wished to stimulate production of a com- 
modity, it increased the Government’s purchase price 
thereof. [API also purchased abroad such basic materials 
as cement, iron, lead, tin, aluminium, copper, zinc, sugar, 
rubber, wood, bananas, etc. 


21 Ministerio de Comercio Exterior, Informativo del Ministerio 
de Comercio Exterior, afio 1, no. 1, June 1952, p. 9. 
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5 ees : 
years so that by mid-1950 the 


structure was divided into nine categories as follows: — 


- Selling rates 
ree ey dollar) Use : 
‘9,73. ... Imports classed “Preferential A” (coal, fuel oil, 

crude petroleum) 

5.37. ....Imports classed “Preferential B” (coffee, bananas, 
rubber, softwoods, newsprint, industrial chemi- 
cals, etc.) 

6.08 ....Imports classed essential (machinery and parts, 
yerba maté, etc.) 

12.53 ....Permitted non-essential imports (prior to July 
1950, exchange for these goods was obtained 
in a controlled auction market) 


Buying rates 
3.36 ....Basic exports (beef, mutton, grains, linseed) 
4.83 ....Exports classed “Preferential A” (pork, raw 
hides, sheepskins, greasy and washed wool, 


etc.) 
5.73 ....Exports classed “Preferential B” (combed wool, 
textiles, piece goods, dairy products, etc.) 
7.20 ....Special export list (tanned leather, leather 
manufactures, fresh fruit, etc.) 


Free rates ....F inancial remittances 


On 29 August 1950 a new system was introduced. 
Two fixed rates of 5.00 and 7.50 pesos per dollar were 
applied to both the buying and selling of exchange. 
In addition there was a controlled “free” rate. Over 
the next few years exporters were allowed to sell a part 
of the proceeds of their sales abroad at the free rate; 
thus different mixing arrangements resulted in additional 
rates, which became fixed when the control over the 
so-called free rate became so rigid that it was no 
longer allowed to fluctuate. Between 1951 and 1955 
exports covered by official rates fluctuated between 78 
and 60 per cent. Those at the preferential rate fluctuated 
between 29 and 17 per cent. 

Imports during the period 1945 to 1955 were affected 
not only by the restrictions implied in the exchange rate 
régime but by a combination of these with other 
restrictions such as quotas and embargoes. In the 
beginning of the fifties, the contraction of exports, 
combined with a shortage of freely-convertible exchange 
for imports resulted in balance of payments problems 
which led the Government in 1952 to intensify import 
restrictions in order.to ensure the inflow of essential sup- 
plies of raw materials, fuels and capital goods. Restric- 
tions reached the point of actual suspension of imports 
of products competing with local production. 

In the first decade of the post-war period, 65 per cent 
of Argentina’s trade continued to be carried out under 
bilateral agreements, However the new agreements signed 
in that period were more rigidly bilateral, featuring prior 
agreement on quantities of goods to be exchanged, or 
in some cases, percentages of exportable surpluses, the 
opening of special accounts to handle credits and debits 
as they accumulated, and arrangements for reciprocal 
credit. The currency of such accounts was usually a 
non-transferrable clearing dollar. The agreements also 
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some European countries 1 3 irom 
be repaid later with shipments of basic 


machinery, equipment, etc. In agreements entered into’ 
after 1948 fe established that balances which might 
accumulate in respective accounts should be compensated — 
in the first instance with exports. In other words, 
Argentina followed the policy of trying to intensify sales 


through the application of the margins foreseen as 
reciprocal credits in agreements drawn up. The nature 
of the agreements was also influenced by the country’s 
desire to sell at the highest possible prices and also 
to make sure that supply difficulties which handicapped 


industry during the war years would not recur. In its — 


relations with the United Kingdom, Argentina continued 
to be handicapped in the early post-war years by the 
problem of the inconvertibility of the pound sterling. 
During the war years, attempts had been made to find 
ways to utilize sizable accumulations of blocked 
sterling balances and it is interesting to note that as 
early as 1940 the United Kingdom Government was 
suggesting that Argentina use these to repatriate the 
British-owned railways. The 1940 annual report of the 
Central Bank (page 8) states, “...it was thought that 
the Argentine Government might use its sterling balances 
to redeem Argentine securities placed in British Empire 
markets. In this connexion, the United Kingdom Govern- 
ment expressed the wish that consideration be given to 
a general plan for the purchase of British railways 
operating in Argentina, and that the sterling balances 
be applied preferably to the cash payment of securities 
representing investment in these railways, in accordance 
with the plan to be drafted.” It was not until after 
the war, however, that the Government subsequently in 
office actually purchased the railways and other services. 


By the end of the forties it was realized that the initial 
extraordinary post-war demand for exports was abating 
and that likewise increasing internal consumption was 
reducing available export surpluses, thus jeopardizing 
essential imports. In 1949 a programme for agricultural 
expansion and diversification was undertaken, with the 
explanation that industry had previously been given 
priority in order to take advantage of a particularly 
favourable post-war situation and also to create a broader 
and more stable internal market for agricultural products. 
Serious droughts and other unfavourable climatic and 
pest resurgence conditions adversely affected agriculture 
in the crop years 1949-1950 and 1950-1951 and along 
with other problems (such as rampant inflation and the 
inability of imports combined with local production to 
fill needs for producers goods) led to a further reorien- 
tation of policies affecting the agricultural export sector. 
Measures taken included revision of exchange rates, 
credit extension, encouragement of land settlement, 
adjustment of interest rates and efforts to orient pro- 
duction to ensure that land would not be devoted to 
agricultural activities for which the Government con- 
sidered it unsuitable. In 1952 stabilization and austerity 
measures were taken, one feature of which was the 
initiation of a meatless day per week, partly designed 
to protect export surpluses. A five-year plan was drawn 
up, scheduled to go into effect the following year, and 
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related sectors, such as transport 
of agricultural equipment. Most of 
in the Plan were of a long-term 
correct weaknesses in the economy 
overcome in the short term of two 
Implementation of the plan was still in 


or three years. 


_ a relatively early stage in 1955, when a new Government 


took office and the trade practices described earlier in 
this section were modified, 


A great deal of stress was still being placed in the 
early fifties on the importance of I as an inter- 
national bargaining agent and an instrument for achiev- 
ing what was referred to as “economic autonomy”, The 
report of the Ministry of Foreign Trade cited earlier 
quotes the Minister (page 9) as follows: “the old 
adage ‘let us buy from those who buy from us’ should 
be superseded by a policy which, within the framework 
of international trade, is designed to support the view 
that our exportable balances are just as valuable as 
hard currencies. Thus, the new watchword should be 
‘let us sell to those who sell us what we really need’. 
In this connexion, IAPI has a major function to per- 
form—that of protecting the prices of our products 
on the world market and of backing this export-awareness 
with every resource at its command.” 


Important shifts in trade policy after the change of 
Government in 1955 were the substitution of private for 
state trading and the replacement of the previous system 
of bilateral arrangements with a multilateral system, 
providing for payment in transferable currencies. An 
early step was taken in this direction in May 1956 
when an agreement was entered into with nine European 
countries which formed the basis for such a system and 
also for long-term consolidation of Argentine debts 
amounting to 450 million dollars. A new exchange system 
was also introduced toward the end of 1955. Its 
structure, for both imports and exports, consisted of an 
official rate of 18 pesos to the dollar, a fluctuating free 
rate of exchange, and exchange surcharges on imports. 
Mixing arrangements also applied, some exports being 
subject to the official rate, others to a mixture of official 
and free rate and a few covered by the free rate.22 Those 
subject to the official rate had official exchange surrender 
prices (aforos) which in practice stratified the official 
rate. Export taxes of 10, 15 or 25 per cent were applied 
to certain products with the result that in 1956 they added 
up to 12 per cent of export values and in 1957 to 
6 per cent. By the end of 1957 they were eliminated. 
A year later, January 1959, the previous official and 
free exchange rate system was replaced by a single market 
for all transactions with a fluctuating exchange rate. 
In addition a 20 per cent export tax applied to the FOB 
value of the proceeds of certain exports (wheat, corn, 
horsemeat, raw hides, oilseeds, quebracho), a 10 per 
cent tax to other products (beef and mutton, live animals, 
wool and wool products). From 12 January to mid- 
November 1959 a temporary tax of 15 per cent was 
applied to exports of some grains, forage, peanut oil 
and linseed oil made from existing exportable stocks. 


22Tt was later found that-export stimulation for beef through 
this system led to excessive slaughtering of breeding cattle 
(dams). (See Banco de la Nacién Argentina, Memoria y Balance 
General del 68° Ejercicio Correspondiente al ano 1959, Buenos 
Aires, p. 14.) 


the stimulation of exports and Exchange surcharges continued, ranging from 20, 40, _ 


100 and 300 per cent for unessential goods. 

Imports had been seriously affected by a foreign 
exchange crisis in 1957 and 1958, In the former year 
prior import deposit regulations were put into effect but 

€ measure proved inadequate as a means of solving 
the difficulties. Consequently in 1958 imports had to be 
temporarily suspended. At the beginning of 1959 direct 
restrictions on imports were removed and exchange sur- 
charges were the main instrument limiting and prohibiting 
imports. adie 

Aside from trade policies themselves, there was a 
related factor of considerable significance which varied 
greatly between Argentina and Australia throughout the 
post-war period, namely the amount of inflation that was 
tolerated. In a study published in a previous issue of 
this Bulletin,** Santiago Macario has spoken of the 
relationship between inflation and trade in terms that 
are appropriate for consideration here. He has stated, 
“The inflationary process has an adverse effect on 
exports of manufactured goods, not only as a result of 
the stabilization of the external value of the currency 
while its internal value is continually depreciating (a 
problem that could be solved through a more appropriate 
and rational exchange policy) but also, on account of the 
general atmosphere of uncertainty to which inflation gives 
rise, and which discourages efforts to secure a foothold 
in foreign markets. Moreover inflation encourages spe- 
culative activities at the expense of productive activities 
and makes for decapitalization in respect of both basic 
and social capital and the fixed capital of industries 
whose equipment becomes obsolete and inefficacious. .. 
As long as the Latin American countries continue to 
grant their industries excessive and indiscriminate pro- 
tection, any measures they may adopt to combat inflation 
will prove relatively inefficacious and even self-defeating, 
since the mere restriction of credit reduces the tempo 
of economic activity but does not bring down prices. 
These, on the contrary, are pushed yet farther upwards, 
since the decline in production, by aggravating the 
operational inefficiency of industries, leads to still greater 
increases in costs. At the same time the lack of external 
competition enables industry to transfer any cost incre- 
ment to prices, even magnifying it on occasion.” 

It has already been seen in the first half of the present 
article, published in the last issue of the Bulletin, that 
the rate of inflation experienced in Argentina in the 
post-war period was astronomical in comparison with 
the much more moderate version of this phenomenon in 
Australia. It should be pointed out that inflation had 
already been latent in Argentina during the war years. 
Although the disruption of foreign grain markets had 
had the effect of depressing agricultural prices, industrial 
prices had been rising. In the early post-war years, 
inflation was aggravated by the official policy of intensive 
credit expansion as well as by wage policies aimed at 
distribution of a larger segment of national income to 
the industrial worker class. Subsequent efforts to control 
inflation by stabilizing prices of basic items and making 
credit more selective and limiting it to essential fields 
of activities were offset by the effects, on other prices, 


23 Santiago Macario, “Protectionism and industrialization in 
Latin America”, published in Economic Bulletin for Latin 
America, vol. IX, no. 1, United Nations, New York, March 
1964, pp. 81 and 83. 
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of increasingly severe import restrictions and the con- 
tinuing, though sometimes sporadic, desire to follow 
a wage policy that would ensure sustained demand for 
the national goods whose production had been so 
vigorously stimulated. 

It has been pointed out by some students of the 
Argentine economy that inflation resulted from the fact 
that increasing rewards to labour in the post-war period 
were out of proportion to the increase in its productivity 
over the same period. On the other hand, observers of 
a different persuasion have sometimes been inclined to 
lay the ills of the Argentine economy at the door of 
traditionally excessive rewards to investing agents at the 
expense of a lower proportion for labour. If the distri- 
bution of economic rewards now shows a different pattern 
in some developing countries than in the more developed, 
part of the explanation of the continuation of this 
difference is that less stable political and economic con- 
ditions in the former are putting a higher price on 
investment, with a correspondingly lower reward for 
labour. Since the instability results, in part at least, 
from this lower real reward, a vicious circle exists. 
Another part of the explanation of the continuation of 
the difference lies in difficulties in enforcing price control 
and in the role that monopolies and oligopolies play in 
price determination. In Australia these factors developed 
somewhat differently. In the first place, the struggle 
of labour to get a larger share of the growth of national 
income took place earlier there and apparently under 
conditions of sufficient general stability that investing 
agents could afford to yield a little and still feel 
sufficiently rewarded for risk to be able to continue 
investing. In the second place, the Tariff Board in 
Australia is strong enough to provide some preventive 
control against monopolistic abuse through refusing 
tariff protection to industries which do not meet its 
criteria. 


It is never possible to say what would have occurred 
if policies followed had been different and even difficult 
to guess what might have happened. What did happen 
was that, influenced by the very discouraging experience 
of declining exports and supply difficulties of the Second 
World War, Argentina concentrated its efforts and 
resources on following a policy of rapid and diversified 
industrialization at any cost. By the end of the forties, 
the cost, in terms of trade, was becoming apparent, 
and some attempts were made in subsequent years to 
alleviate it. However, by that time, long-term impediments 
to increased trade (some of pre-war vintage) had become 
manifest and processes were under way which could not 
be reversed in just a few years. Industrialization had 
drawn capital and labour away from an under-mechanized 
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agricultural sector. Monetary and price policies had 


stimulated domestic consumption and discouraged ex- 


ports. The decapitalization of the transport system™* and © 


its administrative inefficiency limited the size of agri- 
cultural crops which could be handled. Industry, which 
had been pampered behind a protective wall of exchange 
and other import restrictions had overdiversified in many 
directions. More important, the high and indiscriminate 
protection was a force that tended to discourage inter- 


national competitive efficiency. The tariff itself was a 


relatively unimportant instrument in comparison with the 
effects of multiple exchange rates, quantitative restric- 


tions and, later, exchange surcharges. Some notion of the 


extremes reached in applying the protective import 
policy in Argentina may be obtained from the Macario 
study cited earlier.25 By the end of the period included 
in the present study, the average level of incidence of 
tariffs combined with exchange surcharges (for all tariff 
items) was calculated to be about 151 per cent. For 
ninety-three out of ninety-nine chapters, the individual 
averages were over 100 per cent. 

The major differences found in elements and policies 
affecting trade in Argentina and Australia in the post- 
war period were: (a) in the case of Australia, a degree 
of discrimination in import protection calculated to avoid 
encouraging inefficiency, and in the case of Argentina, 
prohibitive restrictions on imports applied almost indis- 
criminately to the industrial sector; (b) a relatively 
consistent and simple exchange rate policy in Australia 
whereas Argentina in some years used the system to 


penalize exports to subsidize imports, resorted to rather 


complicated multiple rate structures and mixing arrange- 
ments and financed exporters in order to avoid devalua- 
tion; (c) higher export taxes in Argentina; (d) more 
trade promotion and international publicity in the case 
of Australia; (e) more stable monetary and _ political 
conditions in Australia; (f) with the exception of price 
stabilization schemes affecting a few specific items, 
Australia’s anti-inflation policies appear to have been 
directed more toward curbing general demand than 
was the case in Argentina; (g) the difference in general 
post-war development policy referred to earlier which, 
with admitted over-simplification, might be synthesized 
in the statement that Australia’s post-war motto was 
“expansion” whereas Argenina’s was “metamorphosis”. 


24The impoverishment of the railways had been going on for 
a very long time, much of the railway track not having been 
replaced since it was originally laid. During the war and early 
post-war years, supply difficulties had impeded renewal of rolling 
stock. One manifestation of the cumulative deterioration was that 
in 1955, cattle shipments were held up for months due to a 
shortage of wagons. 


25 Santiago Macario, op. cit., p. 73. 


CONCLUSIONS 


The following factors appear to explain why the role 
of exports in the economic growth of Argentina declined 
drastically between 1930 and 1960, whereas it was 
much better maintained in Australia: 

1. A constellation of internal and external influences 
led the Government of Australia to follow policies which 
favoured protection and expansion of exports as a 
process of the same importance as import substitution, 
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whereas different circumstances, mentioned below, led 
Argentina to place greater emphasis on import-substi- 
tuting industrialization. By the time the imbalance in 
emphasis became apparent, the export sector was already 
handicapped as a result of a number of disincentives 
to production and productivity increases in the primary 
sector and by a degree of import protection in the 
industrial sector which defied competitive efficiency ; 
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Depression and war ipa than those of Australia. The 
ecline in export values in the thirties and of export 
volume in the forties, combined with serious problems 
of currency inconvertibility greatly influenced subsequent 
economic policies in Argentina which in their turn 
further prejudiced exports; | 
__ 3. Commonwealth preferences during the Depression 
and subsequent policies of the United Kingdom to ensure 
for itself long-term supplies of food products and basic 
materials within the Commonwealth were of great benefit 
to Australia but a source of discouragement to Argentina; 


4. The Second World War’s stimulating effects on 
agricultural and industrial efficiency and diversification 
in Australia contrasts with its disincentive to agri- 
cultural production and exports in Argentina and the 
Beenie it presented there for importation of capital 
goods; 


5. The persistently greater degree of mechanization 
of agriculture in Australia and corollary increases in 
productivity over the period studied allowed greater 
elasticity of supply, permitting the agricultural sector 
to respond fairly quickly to new demands; 


6. A larger proportion of the value of Australia’s 
exports than of Argentina’s is made up by products 
which are (a) relatively non-perishable; (6) not subject 
to serious international competition from the United 
States (as is the case with wheat and maize); and (c) 
_enjoying elasticities of international demand greater than 
those for unprocessed foodstuffs; 


7. Australia was able to find new markets in the 
United States and in Asia. In the latter case this was 
influenced by geographical proximity, the importance 
of the growing Japanese market, the effects of the 
Korean hostilities on wool exports, etc. In contrast, 
Argentina did not sustain over a significant period any 
important volume of sales in new foreign markets. In 
this connexion it must be remembered that a number 
of Argentina’s closer neighbours were carrying out 
import substitution plans of their own and therefore 
strongly protecting local production against imports. On 
the other hand there was a striking lack of concerted ef.- 
fort to advertise and proclaim throughout the world the 
desirable qualities of Argentina merchandise, such as 
has been made in the case of Australian goods, as 
well as those of other countries. It has not been 
possible to determine to what extent this lack is related 
to the apathy of potential exporters in taking steps to 
meet product standardization requirements, However it 
is known that there have been instances where this 
factor prevented exports of otherwise excellent mer- 
chandise; 

8. Political, economic, cultural and family ties 
between the United Kingdom and Australia and new 
commercial ties with the United States, influenced by 
the war alliance, combined with relatively stable economic 
and political conditions in Australia, resulted in the 


hago = Argentina’s “exports suffered more during the , 


attraction of a generous flow of direct foreign invest- 
ment and reinvestment, thus facilitating essential imports, 
despite persistent disequilibrium on current account in 
the balance of payments. Argentina’s development has 
been handicapped for many years by the inability to 
import goods essential for Tenewing its capital stock; 
_ 9. Unstable political and economic conditions (includ- 
ing two major overhaulings of the entire economy within 
the narrow space of twelve years) forced Argentina 
producers to take the short-run rather than the long-run 
profit viewpoint; 

10. Monetary disincentives to exports from Argentina 
arose from over-valuation of the currency in determining 
export exchange rates, from export taxes, and from the 
failure to control inflation, During the post-war period 
these three disincentives were present in Argentina on 
a much larger scale than in Australia; 

11. It is probable that frequent changes in export 
and exchange regulations and their complexity discour- 
aged potential new exporters in Argentina; 


12. The greater output of producer goods in Australia 
than in Argentina has probably been conducive to lower 
costs in the former and therefore more competitive 
production of both primary and secondary industries; 

13. The early development and continued growth of 
the mining sector in Australia, contrasted with the tardy 
and thus far less fortunate experience in Argentina, 
has facilitated the more rapid development of producer 
goods industries in the former, as well as a greater 
volume of exports of the mining and manufacturing 
sectors; 

14, Australia seems to have been more successful than 
Argentina in adjusting to sanitary regulations affecting 
meat exports. Argentina’s exports to the United States 
and the United Kingdom have suffered on this account; 


15. Pervading all of the above factors is the differ- 
ence in general socio-economic development of the two 
countries which is bound to have its repercussions on 
export-industry entrepreneurship and efficiency, as well 
as on other activities, In addition to the sounder consti- 
tution of its economic infrastrucure described earlier, 
Australia is a country which experienced land reform 
as early as 1861, in which an official wage policy was 
established in the first decade of the twentieth century, 
where average rural income is only slightly less than 
average urban income, where wages and salaries repre- 
sent almost as important a segment of national income 
as in the United States, and where the family farm 
and extensive individual ownership of urban dwellings 
have long been stable and stabilizing features of the 
economy. The fact that none of these things can be said 
of Argentina means that the economic welfare of the 
country has not been identified in the same degree as in 
Australia with the welfare of all of its inhabitants. The 
impact of this difference on economic incentives may not 
be visible on the surface but nevertheless it exerts a 
powerful influence. 
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Source: League of Nations, Network of World Trade, Geneva, 1942 (data for 1928 and 1935); United Nations, Direction of Inter- 


national Trade, Statistical Papers, series T, vol. V, no. 8 (data for 1951 3 vol. 
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® 1928 figures are expressed in new gold dollars. To obtain old gold dollars, they may be multiplied by 0.5906. 
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Source: League of Nations, Network of World Trade, Geneva, 1942 (data for 1928 and 1935); United Nations, Direction of Inter- 


national Trade, Statistical Papers, series T, vol. V. 
1955) ; vol. XI, no. 9 (data for 1956 to 1959). 


, no. 8 (data for 1951); vol. VII, no. 6 (data for 1938, 1948, 1952, 1953, 1954, and 


® The figures in part E of annex I do not coincide exactly with those shown in their official source, due to the fact that the latter 
had to be adjusted upward by 12 to 15% in order to convert them from f.o.b. to c.i-f. basic. 


> 1928 figures are expressed in new gold dollars. To obtain old gold dollars, they must be multiplied by 0.5906. 


¢ China—Formosa plus Mainland. 
4 Excluding Manchuria. 
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Source: See annex I, table A. 
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= | (Mexico, D.F., 6-17 May 1965) 


At the invitation of the Government of Mexico, the 
eleventh session of the Economic Commission for Latin 
America (ECLA) was held at Mexico City from 6 to 
17 May 1965. This invitation was issued when it was 
learned that the Government of the Dominican Republic 
had, for very good reasons, withdrawn its offer extended 
in 1963 to the effect that the Commission should meet 
at Santo Domingo. 

Delegations from forty States Members of the United 
Nations—twenty-six members! and fourteen not mem- 
bers of ECLA?—and two States not members of the 
United Nations® attended the session. Representatives of 
many United Nations specialized agencies and of inter- 
governmental and non-governmental agencies were also 
present. 

At the inaugural ceremony addresses were delivered 
by H.E. Mr. Gustavo Diaz Ordaz, President of Mexico; 
Mr. Philippe de Seynes, Under-Secretary for Economic 
and Social Affairs of the United Nations, who read out 
a message from the Secretary-General; and Mr. Alfonso 
Patifio Roselli, the representative of Colombia, who 
spoke on behalf of the delegations attending the session. 
At the closing meeting statements were made by Mr. 
José Garrido Torres, Chairman of the delegation of 
Brazil; Mr. Manuel Balboa, Deputy Executive Secretary 
of ECLA; and Mr. Octaviano Campos Salas, Minister 
for Industry and Trade of Mexico. The following officers 
were elected: Mr. Octaviano Campos Salas, Chairman; 
Mr. Gustavo Guerrero (Nicaragua) and Mr. Roque 
Carranza (Argentina), Vice-Chairmen; and Mr. Héctor 
Hurtado (Venezuela), Rapporteur. 

In addition to the general discussion on the position 
of the Latin American economy, the items on the agenda 
were all dealt with at plenary meetings. Special attention 
was focused on Latin America’s economic integration 
and trade policy problems—with particular reference to 
the United Nations Conference on Trade and Develop- 
ment—and the problems stemming from industrial devel- 
opment and its relationship with regional economic inte- 
gration, The work done in the past year by the Com- 
mission and the Latin American Institute for Economic 
and Social Planning, as well as under the technical 
assistance programmes, was also reviewed. At the last 
few meetings the Commission adopted seventeen resolu- 
tions, as related below in the account of proceedings and 


1 Argentina, Bolivia, Brazil, Canada, Chile, Colombia, Costa 
Rica, Cuba, Ecuador, El Salvador, France, Guatemala, Haiti, 
Honduras, Jamaica, Netherlands, Mexico, Nicaragua, Panama, 
Paraguay, Peru, Trinidad and Tobago—attending for the first 
time—United Kingdom of Great Britain and Northern Ireland, 
United States of America, Uruguay and Venezuela. 

2 Australia, Belgium, Czechoslovakia, Finland, Hungary, Italy, 
Japan, Poland, Romania, Spain, Sweden, Union of Soviet Socialist 
Republics, United Arab Republic and Yugoslavia. 

3 Federal Republic of Germany and Switzerland. 
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the report on its activities since 15 February 1964, which — ; 
includes the Programme of Work and Priorities, 1965- 


1967.4 


THE PRESENT POSITION OF THE LATIN AMERICAN ECONOMY 


After studying the documents submitted by the secre- 
tariat® on recent trends in the Latin American economy 
and hearing the statements of representatives, the Com- 
mission noted that there had been a marked improvement 
in the growth rate of most Latin American countries 
during 1964. That improvement had been due, in varying 
degrees depending on circumstances, to the expansion 
of domestic investment and the growth in export income 
as a result of the partial recovery of world market 
prices, which had begun early in 1963 and spread in 
1964 to the bulk of the region’s major commodities. 


However, there was no reason to suppose that the 
recovery would be lasting and in the second half of 
1964 a drop had, in fact, taken place in the price of 
grains, wool and, more particularly, sugar, Coffee demand 
had also fallen off but prices had been kept up thanks 
to the action of the International Coffee Council. Stress 
was laid in that connexion on the need to conclude similar 
agreements for other commodities in order to stabilize 
their markets. Deep concern was expressed by the 
restrictions on imports of petroleum in the main con- 
sumer markets, and by the action taken to limit Latin 
America’s share in the meat supplies sent to the 
European and United States markets. 


The expansion of economic activities in 1964 had 
not been common to the region as a whole, and the 
sluggish growth or decline recorded in 1962 and 1963 
had persisted in some countries, while in others—such 
as Argentina—the upswing had been rather in the 
nature of a recovery from the recession of previous 
years. Lastly, in a third group, consisting of Mexico, 
Peru, Venezuela and some of the Central American 
countries, the economy had continued to develop at 
a steady pace. 


It was noted that, in the region as a whole, the growth 
rate of income during the past five years had barely 
exceeded that of population increase despite the revival 
of the economy in 1964, Apart from the fall in export 
prices up to 1962, one of the main reasons for the 
regional economy’s lack of dynamism had been the 


relative stagnation of agricultural output for the home 
markets in most countries, 


4 Economic and Social Council Official Records: Thirty-ninth 
ae STreenent sre Ry Si eeery E/CN.12.731/Rev.2) 
and Supplement No. 4. 32/Rev.1/Add.1; 
toons /Rey.1/Add.1; E/CN.12/731/ 


5In particular, the Economic Surv Lati . 
(E/CN.12/711 and Add.1 and 2). ey of Latin America, 1964 
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= _ Several delegations commented on the measures that 

were being taken in their respective countries to 
strengthen the agricultural sector, particularly through 
improved credit facilities, technical assistance and 
mechanization, in conjunction with other steps to increase 
productivity. Reference was also made to the progress 
achieved in land reform and agricultural programming 
in the context of national development plans. 


It was generally recognized, as was also evident from 
the conclusions reached at the Eighth Latin American 
Conference on Food and Agriculture (Vifia del Mar, 
Chile, March 1965), that so long as the antiquated 
structures of agriculture in Latin America remained 
unchanged no appreciable improvement could be made 
in rural productivity or living conditions. 


The Commission took note of the studies which the 
ECLA secretariat and FAQ had been carrying out 
jointly and in co-operation with other bodies through 
the Inter-American Committee for Agricultural Devel- 
opment (CIDA) on economic problems in the agricul- 
tural sector, particularly those relating to land tenure, 
and agricultural training, research and inputs. In view 
of the importance of those activities, the Commission 
hoped that they would be extended to the countries 
that had not yet been studied by CIDA. The Commission 
also noted the projects that were being executed in 
co-operation with FAO and the United Nations Special 
Fund on technical training, land reform, and research 
into the region’s forest and fisheries resources. 


In the relatively bright picture presented by the growth 
of the product and income in 1964 and the more dynamic 
trend of foreign trade, a negative element emerged in 
the shape of the persistence of inflationary pressures, 
above all in those countries where they were most severe. 
From the statements made by the representatives of some 
of those countries it was evident that more energetic 
efforts were being made to restore internal, financial and 
monetary stability. It was stressed that the measures 
taken had not been confined to purely monetary matters 
and aimed at reactivating the production sectors affected 
by the restrictions applied during the previous two years. 


Despite the persistent internal imbalance, it was 
apparent that the balance-of-payments situation had 
improved appreciably in most of the Latin American 
countries, mainly as a result of the rise in export 
earnings. However, some delegations pointed out that 
the drop in the deficit had been primarily due to 
cuts in imports that had been slowing down economic 
activity. 

Moreover, in some countries, the additional foreign 
exchange receipts could not always be used to the full 
to expedite the investment process because of the unduly 
heavy incidence of debt servicing and foreign capital 
amortization, In that respect, stress was laid on the need 
to avoid certain types of short-term and medium-term 
credit connected with the supply of capital goods, since 
they had added considerably to the cost of development. 


In the course of the general discussion it was made 
clear that, while factors of instability persisted in some 
countries, the generally favourable trend of the Latin 
American economy in 1964 could be largely ascribed to 
the increasing use of planning to determine adequate 
objectives and measures of development: policy, which 
had been particularly successful in expanding investment. 
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_ In most countries, medium-term and long-term ae 


were either completed or in course of preparation. While 
it was recognized that p 


being constantly improved and that there was a definite 
trend in Latin America towards streamlining economic 
and social policy measures. 


The Commission noted the advances made in the 
allocation of public resources, which was now following 
an order of priority more in keeping with economic 
needs and with the solution of serious social problems. 
With respect to the latter, some countries had made 
notable headway in the formulation and execution of 
housing, public health and educational programmes. 


By contrast, the programming of agriculture and 
industry—and also of important public sector activities— 
was still hampered in many countries by the lack of 
properly prepared projects with available financing from 
credit institutions or other sources. Accordingly, it 
was again stressed that the Latin American Institute 
for Economic and Social Planning should intensify its 
work in that field and give greater priority to training 
personnel in project preparation. In addition to the action 
that could be taken by the Institute, IDB and other 
international and inter-governmental agencies, it was 
considered particularly important that the countries 
concerned should make optimum use of their own tech- 
nical resources to solve the problem. 

The Commission also took note of the progress made 
by the Central American countries in their efforts to 
co-ordinate their national plans under the Economic 
Integration Programme. Of particular interest in that 
connexion were the programmes under way to link 
together national electricity grids, the creation of a 
regional road network and the co-ordination of invest- 
ment in harbour and telecommunication services. 

Several delegations thanked ECLA and the other 
organizations taking part in the advisory groups for 
their assistance in the preparation of national develop- 
ment plans, One delegation requested the secretariat to 
give priority in its programme of work for 1965-1966 to 
studies, research and advisory services in connexion with 
its national development plan. 

The Commission took note with satisfaction of the 
study on economic development and trade in some of 
the Caribbean countries,® submitted by the secretariat. 
The representatives of the countries concerned appre- 
ciated that first attempt by ECLA to analyse their 
economies, and supplied data and evaluations relating 
to their recent development. 

At the same time, they pointed out that the economic 
problems affecting their countries were different in nature 
from those facing the rest of the region. One such 
distinction lay in their special links with the markets of 
the Commonwealth and of the countries members of the 
European Economic Community, and another was the 
smallness of their domestic markets which precluded 
industrialization on a sufficient scale to absorb the rapid 
increase in the labour force. In that respect, they 
requested the secretariat to amplify the preliminary study 
submitted at the eleventh session and to carry out, on 
a continuing basis, various studies on the Caribbean’s 
economic problems and the possibilities for closer 


6 See above, “Aspects of development and trade in the Com- 
monwealth Caribbean”, by Alister McIntyre. 
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co-operation between the countries of the area and, 
ultimately, with continental Latin America. 

The Commission took note with satisfaction of the 
Economic Survey of Latin America, 1964 (E/CN.12/ 
711), which served as the basis for discussion of the 
present position of the Latin American economy, as 
outlined above. Several delegations supplied further data 
and supplemented much of the information contained in 
the Survey. Foremost among them were the delegations 
of Argentina, Brazil, Jamaica, Panama, Peru, and Trini- 
dad and Tobago, and also Cuba whose economy had 
not been studied separately in the 1964 Survey. The 
secretariat has taken note of the pertinent data for the 
purpose of the studies in which it is engaged. 

The Commission also took note of the Economic 
Bulletin for Latin America, volumes IX, no, 2 and X, 
no. 1, which the secretariat had submitted for its 
consideration, and of the important changes in the 
presentation and content of the Statistical Bulletin for 
Latin America, now published separately. 


This account of the proceedings cannot be concluded 
without a reference to the fact that the grave political 
situation in the Dominican Republic had a considerable 
impact on the eleventh session. Several delegations 
expressed the view that, although the ECLA conference 
was, strictly speaking, an economic one, it was not 
possible in the prevailing circumstances to separate 
political and economic problems, and made statements 
defining the positions of their Governments on the events 
in the Dominican Republic. Other delegations maintained 
that the Commission’s debates should be confined 
strictly to economic subjects and should completely 
exclude political topics. 

Views reflecting support of one or the other of these 
attitudes were expressed by the following: the President 
of Mexico, at the inaugural meeting, and subsequently, 
during the general debate, by the representatives of 
Chile, Colombia, Costa Rica, Cuba, the United States 
of America, Uruguay and Venezuela, and certain 
observers from States Members of the United Nations 
not members of the Commission. The summary records 
of the eleventh session contain the various statements 
made on this subject, and an account of them is given 
later in this report. 

At the last working meeting, the Executive Secretary 
informed the Commission that the Secretary-General of 
the United Nations, pursuant to an agreement reached by 
the Security Council, had appointed him as his repre- 
sentative to observe events in the Dominican Republic 
and that the urgent nature of his mission would prevent 
him from attending the closure of the session. 


ECONOMIC _INTEGRATION OF LATIN AMERICA 


The Commission’s discussion of this agenda item 
was based on the documents entitled A contribution to 
economic integration policy in Latin America (E/CN.12/ 
728), Evaluacion de las negociaciones de la Asociacion 
Latinoamericana de Libre Comercio (E/CN.12/717) and 
Situation of the Central American Integration Programme 
(E/CN.12/708) and concentrated primarily on the first. 

In addition, many of the ideas and views expressed 
by delegations took into account—sometimes quite 
specifically—the proposals for the creation of the Latin 
American common market, submitted by Mr. Felipe 
Herrera, Mr. José Antonio Mayobre, Mr. Ratl Prebisch 
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and Mr. Carlos Sanz de Santamaria to the Presidents 
of the Latin American Republics in response to the 
request made to them by Mr. Eduardo Frei, President 
of Chile.” 

Latin America’s realization that regional economic in- 
tegration is a sine qua non for overcoming the most 
difficult obstacles impeding the economic and social de- 
velopment of the countries of the region, and its con- 
viction that it is urgently necessary to spur the process 
on were the leit-motivs of the discussion of the item. 
As a result, integration became the focus of so much 
attention at the session that it may be regarded henceforth 
as a milestone in the evolution of the Latin American 
countries’ thinking and attitudes in their efforts to form 
an economic community. 

Indeed, never before had there been such unanimous 
recognition of the need for integration and of the urgency 
of expediting it, ideas which were given particular stress 
by Mr. Gustavo Diaz Ordaz, President of Mexico at the 
inaugural ceremony of the Commission’s session, when 
he stated that ECLA’s principal function and raison 


d’étre at the present time were to help achieve the eco- 


nomic and social integration of Latin America. 


Most delegations expressed the view that the time had 
come to press for the policy decisions required to guide 
integration along definitive lines in order to solve the 
complex technical problems involved in the process. In 


that connexion, it was generally agreed that the documents 


submitted by the secretariat and, in particular, the one 
dealing with integration policy, contained suggestions that 
could serve as a basis for the formulation of specific 
alternative proposals which would facilitate the adoption 
of those decisions. 


Most delegations endorsed the view that the decisions 
to assume further commitments for expanding and ac- 
celerating the integration process should be implemented 
through ALALC and the Central American Common 
Market, care being taken to maintain the results 
achieved by those two organizations. In that respect, 
attention was drawn to the very constructive progress 
already achieved by implementing those agreements. 
Although the most obvious such achievement had been 
the sharp relative rise in trade among the countries 
participating in each organization, the other results were 
also valuable in that they helped to inculcate and spread 
a favourable attitude towards the economic, political and 
social integration of the Latin American countries. 


Some delegations made further comments on the basic 
conditions of integration or reformulated their views on 
specific aspects. For instance, it was emphasized once 
again that a fundamental factor in the formation of 
the regional common market was reciprocity. It was 
recognized, however, that—as suggested in document 
E/CN.12/728—that principle must be given a broader 
definition which transcended mere reciprocal trade, and 
stress was laid on the role to be played in achieving 
reciprocity by such measures as a regional investment 
policy and technical and financial co-operation. It was 
also pointed out that one of the principal functions of 
the regional common market institutions would be to 
ensure that all the participating countries would get a 
fair share of the benefits and opportunities resulting from 
integration. 


“so document was reproduced by the secretariat (E/CN.12/ 
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reciprocity was that of the different capacity of coun- 
tries to take proper advantage of the opportunities offered 
by the larger market because of the marked discrepancies 
in their levels of economic development, a question 
which—as has been repeatedly recognized—especially 
affects the relatively less developed Latin American coun- 
‘tries. In the debate, the delegation of one of these coun- 
tries listed some of the measures that might help to solve 
the problem: their primary commodities and manu- 
factures should have free access to regional markets, 
the regional industries which might be established in their 
territories should be identified and promoted, and they 
should receive long-term low-interest loans. 


Some delegations specified a number of measures 
which would have to be adopted to spur on the integra- 
tion process. Among these, the following were mentioned: 
more comprehensive commitments to liberalize reciprocal 
trade, particularly through linear and automatic tariff 
reduction machinery; preparation and ultimate adoption 
of a common external tariff; co-ordination of agricul- 
tural, industrial and investment policies with national 
economic development plans and policies; co-ordination 
of monetary and exchange policies, mainly with a view 
to building up a regional payments system and correcting 
monetary imbalances; and, in general, the establishment 
of a series of specific instruments and systems of action 
which would, on the one hand, contribute to the solution 
of some of the problems involved in the formation of the 
regional market, and, on the other, make it easier for 
countries to take better advantage of the opportunities 
offered by the integration process and encourage them 
to do so. 


However, other delegations recognized that the adop- 
tion of linear and automatic tariff reduction machinery 
was a difficult question and observed that the commit- 
ment should be viewed in terms of the establishment of 
a common external tariff. These delegations further con- 
tended that acceptance of those commitments should not 
preclude the use of interim measures on trade tariff 
reduction pending establishment of the common tariff. 


Some delegations emphasized the role of technical and 
financial assistance as a powerful instrument for helping 
to solve the problems resulting from the extension of 
the market; they mentioned, for example, the adjustment 
of productive activities to the conditions of regional 
competition, the achievement of a reasonable degree of 
reciprocity and the promotion of new productive ac- 
tivities; in addition, they pointed out, in fuller detail, 
that such external co-operation and assistance would 
give dynamic impetus to the integration process. Tn that 
connexion, reference was made to the fact that the 
Alliance for Progress must be more directly linked with 
integration plans, and the possibility of its funds being 
used for the above-mentioned purposes was examined. 


In connexion with the institutional aspects, several 
delegations underlined the fact that, for the preparation 
and execution of an organic integration policy, the region 
must have community institutions with adequate powers 
to study, promote and take decisions. One delegation 
expressed the view that it was essential for a Latin 
American common market to establish strong regional 
bodies with sufficiently wide powers to make the general 
interests of the community prevail. 


One question which was discussed in connexion with 


In the course of the debate the more developed mem- 
bers of the Commission reiterated their firm support 
for Latin American economic integration. 


Most of the points referred to and others that were 
made during the debate were taken up in two of the 
Commission’s resolutions. One of them,® which was spon- 
sored by a group of countries considered to be relatively 
less developed than others in Latin America, makes it 
part of the Commission’s regular programme of work 
to undertake continuing activities for the purpose of 
analysing and formulating solutions to the problems 
encountered by such countries in the process of Latin 

1erican economic integration and requests the secre- 
tariat to prepare a study on these problems and to con- 
vene in due course a meeting of government representa- 
tives of such countries for the purpose of evaluating 
the results of the study and to take the necessary decisions. 


The other resolution® alluded to was the outcome of 
the discussions in a working group, in which a compro- 
mise was reached on various draft resolutions and pro- 
posals and amendments thereto. The resolution duly 
reflects the prevailing desire to find a common position 
among delegations which, although basically unanimous 
on the general aim, seemed at the outset to differ on 
the scope of the action to be taken. In its main provisions, 
the resolution recommends the ECLA secretariat, in close 
co-ordination with the secretariats of ALALC and SIECA, 
to re-examine the formulas and alternative possibilities 
set forth in document E/CN.12/728 in the light of addi- 
tional data, Government experts from the Latin American 
countries will take part in this re-examination and other 
agencies concerned with economic integration may be 
consulted. 


As these studies are completed, the secretariat will 
transmit the resulting conclusions and proposals to mem- 
ber Governments, so that they may consult each other 
and take in good time the necessary decisions for strength- 
ening and accelerating the gradual integration of Latin 
America. Finally, the secretariat is requested to convene, 
prior to 15 December 1965, a meeting of the Commis- 
sion’s Trade Committee, so that it may adopt, on the 
basis of the above-mentioned studies and other material, 
such recommendations as it deems appropriate to ac- 
celerate integration and economic complementarity in 
Latin America. 


The Commission considered that the integration of 
Latin America, whether economic, cultural or political, 
could not be achieved without a full understanding and 
real rapprochement between countries. An essential re- 
quirement for that purpose was modern and increasingly 
comprehensive systems of communications. It therefore 
requested the secretariat—which had not been requested 
to do so in the seventeen years of its work—to include 
in its work programme aspects relating to the study of 
and progress achieved in communications in the region 
and to ensure co-ordination among the international 
bodies capable of assisting it in this field, particularly 
in connexion with the Inter-American Telecommunication 
Network.?° 


8 Resolution 254 (XI), “The relatively less developed countries 
and Latin American economic integration”. ; ; 
9 Resolution 251 (XI), “Economic integration of Latin 


America”. Paes ; 
10 Resolution 258 (XI) “Communications”. 
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_ ‘TRADE POLICY AND INTERNATIONAL CO-OPERATION 


The secretariat submitted to the Commission for its 
consideration the report of the fourth session of the 
Trade Committee (E/CN.12/701), containing an ap- 
praisal of the results and prospects for Latin America 
of the United Nations Conference on Trade and Devel- 
opment. The report includes resolution 18 (IV), which 
sets forth the general findings of the appraisal and the 
lines of action that should be followed by the Govern- 
ments of the developing countries members of ECLA 
in order to ensure that the recommendations adopted 
at the Conference are implemented in the fullest, most 
specific and expeditious way possible, and that they are 
improved upon and supplemented. The ECLA secretariat 
is also requested to undertake a number of studies and 
activities with the same end in view.1! 

The Secretary-General of the United Nations Confer- 
ence on Trade and Development made a statement to 
the Commission on different aspects of the subject, in 
particular, the matter of trade preferences, In that respect 
he recalled the stand taken by the seventy-seven develop- 
ing countries at the Geneva Conference and the reso- 
lution adopted on the granting of non-discriminatory 
preferences by the industrialized countries to manufac- 
tures from the developing countries. He pointed out the 
harm that could be done by a policy of hemisphere prefer- 
ences such as had begun to be applied lately. He also 
commented on the implications of the Kennedy Round 
for the preferential treatment that should be given to 
the developing countries. 


The GATT representative gave an account of the ac- 
tivities of the GATT Information and Trade Promotion 
Centre which covered every country whether or not a 
member of the organization. He also clarified the sig- 
nificance of the Kennedy Round and described the criteria 
and procedures established for the developing countries’ 
participation in those negotiations. 


Several delegations referred to the topic of preferences 
and, in a more general way, to the Trade and Develop- 
ment Conference and Board and to the lines of action 
that should be followed by the Latin American countries 
represented on the Board. They also laid special stress 
on the studies that should be undertaken by the ECLA 
secretariat in order to fulfil the objectives underlying 
the action taken by those countries at the Geneva 
Conference. 


The Commission adopted two resolutions on those 
points with some abstentions on each one. The first? 
recommended the Governments of States members of 
ECLA to give special priority to eliminating all dis- 
criminatory treatment in trade affecting their exports 
in accordance with the recommendations in annex A.II.1, 
paragraph IJ.6, of the Final Act of the United Nations 
Conference on Trade and Development. It further re- 
quested the Conference on Trade and Development to 
take such action as it might deem appropriate with 


11Jn addition to the report, the following documents were 
brought to the attention of the Commission: The United Nations 
Conference on Trade and Development: analysis of the results 
and prospects for Latin America (E/CN.12/714), and Report 
of the Meeting of Executive Secretaries of the Regional Economic 
Commissions (E/CN.12/721). The Resolution adopted by the 
United Nations General Assembly establishing the United Nations 
Conference on Trade and Development (E/CN.12/725) was also 
submitted for reference purposes. 

12 Resolution 252 (XI), “Trade policy”. 
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respect to the elimination ‘of discriminatory treatment, 


again in accordance with the relevant recommenc 
of the Conference. pas : 

In the second resolution? referred to, the Commis- 
sion approved the report of the fourth session of the 
Trade Committee and endorsed the terms of its resolu- 
tion 18 (IV). Moreover, it requested the ECLA secre- 
tariat, in implementation of the mandate assigned to 
it in that resolution and in connexion with those assigned 
to the secretariat of the United Nations Conference on 
Trade and Development, to give priority to carrying 
out or continuing various studies in order that the prin- 
ciples and criteria agreed upon at the Conference may 
soon be translated into policy definitions and practical 
action. Those studies would relate to the following 
subjects: 


(a) Preparation of schedules of primary commodities 
and manufactures and semi-manufactures which are of 
special interest to Latin America as exports, and in 
particular, identifying those manufactures and semi- 
manufactures which the Latin American countries could 
export if import duties and equivalent restrictions were 
eliminated or substantially reduced in the markets of 
the industrialized countries; 


(b) Determining the treatment given to the items in- 
cluded in the above-mentioned schedules in the indus- 
trialized countries at the opening of the United Nations 
Conference on Trade and Development and the changes 
already made or to be made therein in future with a 
view to checking the extent to which the status quo 
commitment accepted by the developed countries at 
Geneva has been fulfilled and to evaluate the impact 
of such changes on the Latin American countries; 


(c) Trends in the international prices of the staple 
primary commodities exported by the Latin American 
countries and significance of the fluctuations in those 
prices on their purchasing power in terms of the prices 
of the goods they have to import; 


(d) Scope and general and particular features of 
agreements on commodities which are of importance to 
the Latin American countries and whose international 
markets suffer from short-term or long-term disequilibria; 


(e) Possible forms and characteristics of a general 
and non-discriminatory preferential system to encourage 
exports of manufactures and semi-manufactures from the 
developing to the developed countries, and probable 
effects of the elimination of trade preferences now in 
force, and determination of the compensatory measures 
which can be adopted for the benefit of developing coun- 
ne which relinquish such discriminatory preferences; 
an 


({) Measures adopted by the industrialized countries 
and international financial institutions in response to 
recommendation A.IV.1 of the United Nations Confer- 
ence on Trade and Development. 


The Secretariat was also requested, when carrying out 
these studies, to take full account of the work being done 
in this field by other regional bodies and to endeavour 
to establish close liaison with them; and Governments 
members of the Commission were recommended to co- 
operate as fully as possible with the secretariat in order 


to cre 253 (XI), “Trade and development activities 
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THE INDUSTRIAL DEVELOPMENT OF Latin AMERICA 


The Commission’s study of the industrialization prob- 
erican countries was based on the 


documentation submitted by the secretariat on the general 


aspects of industrial development and on the position 
and prospect of a group of important industrial sectors. 

The general background data on which the discussions 
were based show that the Latin American countries have 
reached a stage where it is necessary to intensify and 
redirect their efforts to industrialize. Such needs are 
associated, in the first place, with the weakening of the 
dynamic impetus formerly provided by import substitu- 
tion at the national level. Although, strictly speaking, 
it cannot be said that import substitution possibilities 
are exhausted, if the process were to continue under 
the same conditions as prevailed earlier for industrial 
development, it would entail rising costs in terms of 
productive resources, loss of efficiency and productivity, 
and high production costs. There are several signs that 
the growing import substitution costs at the national 
level are exceeding reasonable limits and the weakening 
of the dynamic impetus of the process is occurring 
virtually at the same time in most of the Latin American 
countries, despite the varying conditions prevailing in 
each, in view of the relationship that generally exists 
between the size of the market, the stage of industrializa- 
tion reached and the import coefficient. 


Given these conditions, which can seriously jeopardize 
Latin America’s prospects of industrial growth, new op- 
portunities and requirements are emerging for promoting 
industrialization. They consist primarily of the basic 
role regional integration is called upon to play in this 
respect and the aims involving an acceleration of Latin 
America’s growth rate, the promotion of internal struc- 
tural reforms, with a view to fairer income distribution, 
with its consequent repercussions on the demand for 
manufactures, and greater efforts to create new export 
flows for manufactures. 


Thus, the prevailing trend is to tackle Latin America’s 
industrial development on new bases. But, in defining 
the lines of action to be adopted in the light of the new 
conditions, it is impossible to underestimate the obstacles 
inherited from past patterns of industrialization whose 
typical features are: (a) its dependence on import sub- 
stitution at the national level; (b) its focusing on re- 
stricted markets owing to the small populations and 
existing forms of income distribution; (c) its phasing 
which has led to extensive growth in certain categories 
of goods to the detriment of wider internal integration 
of industry; and (d) its concentration on immediate 
internal markets in disregard of a higher level of indus- 
trialization for the region’s own resources. Such patterns, 
which led to an industrial policy based primarily on 
protectionism, are responsible for several of the main 
problems now affecting industry, e.g-, high costs, low 
efficiency in the use of industrial capital, marked differ- 
ences in productivity between sectors and strata of 
industry, and inability to compete on world markets, 

Regional integration has become an essential means 
of solving those problems and taking advantage of the 
opportunities afforded by the rechannelling of Latin 
America’s industrial development in accordance with a 
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new strategy. The plans and instruments of integration 
must be in line with the new methods, but there must 
also be an adjustment of the principles and general lines 
of domestic industrial policy. In particular, it would be 
necessary (a) to review the relative emphasis laid on 
the incentives provided for new ventures and for im- 
proving the existing industrial base; (b) to make the 
incentives more selective; (c) to make a distinction be- 
tween the progress that can be secured by indirect 
incentives and that which calls for direct promotional 
measures; (d) to bring financing schemes into line with 
the new requirements, in relation both to the mobilization 
of the enterprise’s own resources and to the inflow of 
funds from other sources; (e) to strengthen industrial 
policy instruments or create new ones; and (f) in gen- 
eral, to ensure a more consistent and continuous indus- 
trial policy in terms of the new aims, under an over-all 
economic and social development policy. 


The documents on a large group of individual indus- 
trial sectors provide an analysis of the situation in each 
country and in Latin America as a whole, in respect of 
markets, costs, investment and operating efficiency, and 
a preliminary appraisal of the prospects for their future 
integrated development. The Joint Programme for the 
preparation of those studies was established by ECLA, 
the Latin American Institute for Economic and Social 
Planning, and the Inter-American Development Bank 
(IDB), in the belief that Latin American economic in- 
tegration could progress faster if sectoral agreements 
were negotiated with the idea of arriving at more ambi- 
tious commitments than could be achieved for the 
economy as a whole, that the preparation of such agree- 
ments, in order to be in line with the particular con- 
ditions in each industrial sector in each country, would 
require abundant technical and economic background 
data, and that the compilation of such data need not 
wait upon the new decisions on integration policy that 
the Latin American countries are considering. 


Sectoral integration agreements, the nature and struc- 
ture of which are analysed in the secretariat documents, 
are not only pragmatically adapted to the particular 
circumstances of each sector, but include provisions 
concerning the specific common interests and objectives 
of the member countries in developing the sector. Those 
non-tariff provisions should actually determine how trade 
policy commitments are to be carried out. This subordi- 
nation of the pace and methods of tariff reduction to 
certain common regional development objectives could 
serve as a particularly useful instrument for some coun- 
tries which might be at a competitive disadvantage either 
for circumstantial reasons or because they are economi- 
cally less developed. 


The sectoral approach has proved particularly useful 
in preparing background material for expediting indus- 
trial integration in that it reconciles analyses at the fac- 
tory level—processes and equipment, level of efficiency, 
etc.—with a macro-economic approach to the problems 
of industry by recognizing the relationship of the sector 
to the economy as a whole in so far as growth factors, 
relations with the external sector, etc. are concerned. 


This approach enabled the secretariat to undertake 
many studies and its preliminary findings are set forth 
in the document entitled Los principales sectores de la 
industria latinoamericana: problemas y_perspectivas 
(E/CN.12/718). For example, studies have been made, 
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or are being made of iron and steel, non-ferrous metals 
(aluminum and copper), the chemical industry (fertil- 
- izers, alkalis and basic petrochemicals), pulp and paper, 

the metal-transforming industry (heavy equipment, ma- 
chine-tools and textile machinery) and the textile in- 
dustry. A study of the motor-vehicle industry will be 
begun in the near future. 

In studying the prospects for industrial integration 
in the main branches of industry, the secretariat has 
analysed the benefits to be derived in each instance. 
Those benefits, which derive mainly from cuts in pro- 
duction costs and savings on investment would vary in 
each industrial sector depending on the advantages 
gained from the distribution pattern of the most efficient 
producers, the economies resulting from larger-scale 
manufacture, the better utilization of installed capacity 
and higher operational efficiency in enterprises. 


On the grounds of the experience acquired so far, it 
seems that economic integration, as an instrument for 
streamlining and accelerating the industrial development 
of Latin America, would operate basically in two ways: 

(a) With regard to industries turning out intermediate 
products and capital goods in general—iron and steel, 
machinery and transport equipment—it raises the scales 
of manufacture, thereby creating large production units 
requiring less investment per unit of product and op- 
erating at lower costs comparable to those of the world 
market. These economic scales should be visualized not 
only in relation to manufacturing itself, but—and this 
is the major factor in many cases—in relation to what 
might be called the technological infrastructure of a 
modern and forward-looking industry: research into 
new techniques and methods, design of equipment, tech- 
nical training at all levels, and basic scientific research; 


(5) In the consumer goods industries—textiles, house- 
hold appliances, processed foods—economic integration 
introduces the element of competition which has been 
lacking. Since, historically, these were the first industries 
to be established, for this and other reasons, they are 
now in many cases on the verge of technological stagna- 
tion, with obsolete equipment and very low efficiency 
and productivity levels. That element of competition will 
spur on entrepreneurs constantly to seek new ways of 
modernizing and of increasing productivity. 


By promoting economies of scale, regional integration 
applied to the capital goods industry will lead to a more 
efficient use of investment. In the consumer goods in- 
dustries, on the other hand, it will result essentially in 
lower manufacturing costs. Both factors are necessary 
in Latin America: a better use of investment capital 
—which is very scarce in relation to the great need to 
increase the industrial inventory deriving from antici- 
pated rises in the gross product in the near future—and 
a gradual and continuing reduction in manufacturing 
costs, which are currently very high in comparison with 
those of other regions, limit Latin America’s real income 
and make it difficult to export to world markets. 


The economies in investment which are feasible in a 
common market are genuinely impressive and may be 
gauged by the example of the iron and steel industry, 
which is fully described in the documentation prepared 
by the secretariat. The main feature of the Latin Ameri- 
can iron and steel industry in certain countries today 
is the limited extent to which its capacity is being used. 
Imbalances between the various departments of certain 
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The prerequisites for accelerating Latin American in- 
dustrial development are not only capital savings but 
also a lowering of production costs. The textile industry 
is a good example of what can be done in this field 
through sustained action to improve internal organiza- 
tion, modernize machinery and equipment and improve 
the training of the labour force at all levels. 


At the beginning of the discussion of the background 
documents provided by the secretariat, which has been 
summarized in the preceding paragraphs, there were 
general expressions of appreciation for its work and 
agreement on the need to continue and expand such 
activities. It was generally recognized that, in present 
circumstances, the industrial development problems of 
Latin America ‘should be discussed from the standpoint 
of regional integration, Consequently, priority was given 
by the Commission to the criteria for defining an in- 
vestment policy which would properly combine pro- 
gramming in specific industrial sectors with the needs 
of Latin American integration. 


During the discussion, specific reference was made 
to criteria for the siting of new industries. It was recog- 
nized that, for purposes of a preliminary assessment, 
the technical background in the available sectoral studies 
was vital because it drew attention to the influence on 
industrial siting of the availability of raw materials and 
other basic inputs, scales of production and alternative 
techniques. At the same time, emphasis was laid on the 
need to develop additional criteria for relating sectoral 
industrial programming to the requirements of balanced 
industrial development in the light of regional integration 
aims. 


During the discussion concern was expressed over the 
marked trend towards geographical concentration ob- 
served in the development of Latin American industry, 
which is closely linked to external economies, and over 
the prospects for the less industrially developed coun- 
tries of Latin America. These misgivings related both 
to the opportunities that greater industrial specialization 
would open up for them and to the possibility of a 
tendency persisting that would confine their expansion 
to traditional industries producing principally non- 
durable consumer goods—and to exports of semi- 
processed raw materials. To dispel these misgivings it 
would be necessary, on the one hand, for integration 
plans to include arrangements for counteracting tend- 
encies towards concentration that might occur if things 
were left to themselves, which would imply a certain 
degree of industrial development planning on a regional 
basis and, on the other hand, special efforts would have 
to be made to identify projects which could be assigned 
preferentially to economically less developed countries 
leaving aside the strict application of criteria of economic 


: 14 Resolution 243 (XI), “Trade in manufactures and the 
industrial integration of Latin America”, 


NaS 
: 


-viabilit 
obvious siting a 


Tn this connexion, it was pointed out that the sectoral 


y and/or ey, but without cancelling out 
vantages. . 


studies so far undertaken by the secretariat constituted 
a body of information which could facilitate the gradual 
extension of such research to the countries that had made 


P less progress in their industrial development. Industries 


whose siting did not depend on the presence of raw ma- 
terials or on the availability of specific natural resources 
and economic activities that were conducted in relatively 
small units were other factors which might help in plans 


for industrial specialization and complementarity for the 
benefit of such countries. 


_ It was also stated that preliminary efforts to speed up 
industrial development on a strictly national basis would 
be necessary as a pre-condition for subsequent participa- 
tion in the regional specialization schemes. That seemed 
to be particularly true of the metal-transforming in- 
dustries, in which the possibility of participating in 
regional trade would only be open to countries that had 
already achieved a relatively advanced level in such 
activities, Under the Joint ECLA/INST./IDB Programme 
on Integration of Industrial Development, therefore, 
activities in the metal-transforming industries and in 
countries in which that sector was still embryonic were 
giving priority to co-operation with national authorities 
in the preparation of programmes for the development 
of the sector, on the basis of import substitution in 
respect of goods from third countries. Once the metal- 


- transforming sector was strengthened, these countries 


would be in a position to participate in the regional spe- 
cialization programmes which had meanwhile been 
agreed upon by the rest. 


As regards the problems facing the industrially less 
developed countries, some delegations referred to small- 
scale industry and its prospects, both from the domestic 
point of view and in relation to regional specialization, 
because its particular characteristics required special 
consideration. The seminar on small-scale industry sched- 
uled for 1966 would therefore be of great interest, and 
co-operation to be afforded in that connexion by the 
secretariat in conjunction with the Centre for Industrial 
Development and BTAO was to be welcomed. The an- 
nouncement that there was a possibility that one member 
of the Commission with wide experience of the subject 
would help with the seminar by organizing training 
courses or centres was welcomed. 


Various representatives provided information on the 
progress in and plans for industrial development in their 
own countries and thus helped to fill in the background 
to the Commission’s debates. Their statements illustrated 
the attention being given to such matters as the projected 
rate of industrial growth, ways of making better use 
of available productive capacity, the anticipated absorp- 
tion of manpower and increases in productivity, new 
projects that were being undertaken, and other matters. 
In some cases the information confirmed the foreseeable 
limits to the process of import substitution within in- 
dividual national markets and the restrictive effects 
that income distribution patterns could have on the 
demand for manufactures, particularly as regards the 
purchasing power of the rural population. Similarly, the 
need to remove certain obstacles and institutions in the 
agricultural sector in various countries, as a pre-condition 


for promoting industrial growth, led the Commission to 
adopt a resolution!® on this specific matter. 

More generally, stress was laid on the need to ensure 
adequate complementarity between industrial develop- 
ment and other sectors of the economy. It was advocated 
that more and fuller information should be obtained 
on the natural resources possessed by countries of the 
region which might provide a sound basis for new types 
of industrial development, The same view was put 
forward with regard to human resources. The Com- 
mission adopted a resolution!® on these two points. 
With regard to human resources, attention was drawn 
to the growing importance of having a sufficient supply 
of technical personnel and skilled labour available at 
the right time as an important factor in the process of 
industrialization and to the advisability of making train- 
ing programmes an integral part of educational plans at 
all levels.*! 


On a closely related matter, particular importance was 
attached to technological research, and Governments were 
urged to take an active part in the forthcoming Confer- 
ence on the Application of Science and Technology to 
the Development of Latin America, which was to be 
held in September 1965 with the co-operation of UNESCO 
and ECLA.18 


Another issue raised was the possible consequences 
of intensive industrial development on the health of the 
population if it was not accompanied by effective pre- 
ventive action. 


In the course of the discussion it was observed that, 
in most Latin American countries, industrial ownership 
was highly concentrated, which did not encourage effec- 
tive use of the potential entrepreneurial skills of large 
sections of the Latin American population. Mention was 
made of experiments and programmes undertaken by 
certain Governments in the region and the Commission 
adopted a resolution!® recommending the secretariat to 
pay particular attention to this matter in continuing its 
industrial development activities. A suggestion was made 
during the discussion with the same aim in mind, namely, 
that workers should be given a bigger part to play in 
industrial planning. 


Comments were also made on other important aspects 
of Latin American industrialization. Thus, for example, 
there was discussion of the idea that the Latin American 
countries might manufacture a growing proportion of 
the capital goods they needed for their development. It 
was said that many of the obstacles to local manufacture 
of a wide range of heavy industrial equipment (or of its 
components) were not fundamental and could be over- 
come through a suitable industrial policy. It was pointed 
out that the nature of the manufacturing processes in 
question was such (relatively simple techniques, produc- 
tion in short series or by contract, high labour inputs) 
that production costs, even in the moderately well devel- 
oped countries, were reasonable by comparison with the 
prices of imports from third countries and that the high 
level of demand from the sectors for which such equip- 


15 Resolution 244 (XI), “Agriculture and industrial develop- 
ment”. 

16 Resolution 245 (XI), “Research for industrial development”. 

17 Resolution 246 (XI), “Education for industrial development”. 

18 Resolution 247 (XI), “Conference on the Application of 
Science and Technology to the Development of Latin America”. 

19 Resolution 248 (XI), “Democratization of the industrializa- 
tion process”. 
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Reveal or eae Le aa ie a aa ‘ ie nial nits seine pees af the Commliseton’e sessions, and 
effect is produced by | ifficulty of obtaining financia : f the Whole in lis anaes Be = 
resources and the practices of international credit organi- that the Committee of the Whole, in Is i dese 
zations. In the apinicn of some delegations, some progress should submit only those changes introduced as a result 
was now being made in remedying this difficulty through of its deliberations. 
a programme recently launched by IDB, through the The Commission also had before it document E/CN.12/ 
growing flexibility of its practices, and through that 123, prepared by the secretariat, summarizing the resolu- 
shown by IBRD as regards the utilization of its loans for _ tions adopted by the General Assembly at its nineteenth 
purchasing equipment locally. session and by the Economic and Social Council at its 

On the other hand, the local manufacture of such  thirty-seventh session concerned with the Commission’s | 
equipment entails a certain level of industrial design that _ activities. : | 
could be more easily achieved through the co-operative The Commission expressed particular interest in the 
association of the enterprises that constitute the heavy projects undertaken in co-operation with the specialized 
metal-transforming industry. Mention was made in that agencies, One delegation stressed the importance of con- __ 
connexion of the successful results achieved in one Latin — citations between these agencies and the secretariat at 
American country, where the industrialists in that par- jp,, planning stage of such projects. Such consultation — 
ticular branch had formed a technical association for was all the more necessary in the case of conference, since _ 
analysing all the projects and blueprints prepared abroad ~~ ACTA should never be converted into an organization to 
ae anes out sae bee: comers components —_ provide conference services. It was further ee that, 

Be Cre POM Ces th Spel Oe : when the next programme of work was presented, a spe- 

The discussion on the advantages of siting covered not _ jal section should be included inne such Fie: 
only the aims of regional integration but also the possible _ projects. 
advantages of strengthening relations between Latin 
America and extra-regional markets which might lead to 
the expansion of exports of Latin American manufac- 
tures to other regions. 

In reviewing the new investment opportunities to be 
opened up by the development of regional industries, it 
was thought advisable to stress the need for Latin Ameri- 
can capital to be given preference in taking advantage of 
those opportunities, and the Commission adopted a reso- 
lution”® reflecting that point of view. 


In view of the numerous points raised in the debate on 


With respect to the Conference of Latin American Min- 
isters of Education and Ministers responsible for eco- 
nomic planning, which is being organized by UNESCO, 
the Commission adopted a resolution?® authorizing the 
Executive Secretary to seek ways and means of ensuring 
that the Commission’s participation was at the level of 
co-sponsorship, and expressing the hope that the educa- 
tional aspects of the economic and social integration of 
Latin America would be included among the matters to 
be considered at the aforesaid Conference. 


the broad topic of industrial development, attention was Technical assistance 
drawn to the importance of the specialized regional and The C = k . 
international meetings scheduled to be held on the sub- e Commission took note of document E/CN.12/709, 


ject. The interest felt by the participants was expressed ae eae an account of the technical assistance pro- 
in a resolution?! which calls upon the member countries  Y!de¢ in 1964 to the countries and territories of the 


to support and take part in the Latin American and in- pie region under both the regular peer and the 
ternational symposia on industrialization, the first of xpanded Programme of Technical Assistance. 
which is to be held in February 1966 under the joint The Commission heard a statement by the United Na- 


auspices of ECLA and the United Nations Centre for tions Commissioner for Technical Assistance, who pointed 
Industrial Development. The same resolution invites the out that ECLA’s expanding activities were reflected in 
Latin American countries to prepare national studies on _ the increasing proportion of regional projects being in- 
their respective industrialization processes and requests cluded in technical assistance programmes year after 
the secretariat to co-operate with them to the best of its | year. The amount allocated under those programmes to 
ability. pags pees = regional projects in the ECLA re- 

gion had risen to $3,400,000 in 1964, i.e., 20.2 per cent 

PROGRAMME OF WORK AND PRIORITIES of the total resources utilized ($16,900,000). : 
The Commission, in examining the programme of work Saat ee a 

and priorities for 1965-1967, had before it a table which qh peel a oe ee of Work and Priorities”. 
set out clearly the financial position resulting from Gen- ment E/4032/Rev. 1/Add 1. ae ee hy aca aa 


23 Resolution 256 (XI), “Conference of Latin Ameri d 
20 Resolution 249 (XI), “Sectoral studies of industry” Caribbean Ministers of Ed i itenc keracae Siena 
i — l studic i ry”. I ucation and Minist 

21 Resolution 250 (XI), “Symposia on industrialization”. economic planning”. Ste ene 
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1, weterring to the Special Fund projects for which the 
United Nations is the executing agency, he stated that, 
by ie end of 1964, the Fund had approved 110 projects 
_ for the Latin American countries of which 27 (represent- 

ng a total value of $38,880,000) had been executed by 

TAO. In January 1965, 19 new projects, amounting to 
$40,500,000, had been approved for the ECLA region. © 
: He also drew attention to the increase in the recruit- 
ment of regional and inter-regional advisers and de- 
scribed the work being done by the experts directly 
assigned to the work programmes of the Central Ameri- 
_ can Economic Co-operation Committee. 

He placed particular emphasis on the participation of 
technical assistance in national plans and in regional de- 
velopment plans in respect of industrial development, 
technical training and the World Food Programme. 

In the context of the emergency assistance provided by 
the Technical Assistance Administration in recent 
months, he mentioned in particular the aid given to three 
Latin American countries which had been the victims of 
voleanic eruptions and earthquakes. 


a Publicity concerning the Commission’s work 


ys The Commission also focused attention on the need to 
enlist Latin American public opinion in support of the 
objectives of regional economic integration, foreign trade 
and industrialization, and to secure the extensive dissemi- 
nation of ECLA’s studies and other work in connexion 
with these important subjects. To that end and in accord- 
__~ ance with an earlier decision, it agreed to convene a meet- 
_ ing of experts to draw up a programme of action and 
+ ‘suggest specific measures for accomplishing that aim.?+ 


Latin American Institute for Economic and 
Social Planning 


The Governing Council of the Latin American Institute 
for Economic and Social Planning held its sixth meeting 
on 7 and 8 May 1965, concurrently with ECLA’s eleventh 

* session. This enabled the Commission to review the In- 
stitute’s activities in the light of the report of its Director- 
General to the Governing Council (E/CN.12/720) and 
the report submitted by the Chairman of the Governing 
Council to the Commission. 

Since July 1962, when the Institute began its work, its 
activities have expanded continuously, especially during 
1964, 

The training of technical staff in development and 
planning work is one of the Institute’s main functions. 
The range of the courses, first begun by ECLA, has 
broadened steadily, and adapted, as far as possible, to the 
planning needs arising in Latin America. The Institute 
has given thirty courses, attended by 1,500 Latin Ameri- 
can professionals. Under the training programme a basic 
course is given every year at Santiago, and intensive 
courses are held in various Latin American countries in 
co-operation with the national authorities. Important ele- 
ments in the programme are the special courses on health 
and education given each year, and the course on the 
programming of housing scheduled to be held soon. 

The training programme aims at covering relatively 
new subjects, thereby necessitating prior research. This 
applies to the specialized courses on the social aspects of 


24 Resolution 257 (XI) “Publicity concerning the Commission’s 
work”. 


development and the increasing emphasis on the need to 

set economic integration within a planning context. These 
levelopments are very recent and will probably be af- 

fected by future advances in the subjects concerned. 


As regards research, the Institute is preparing studies 
on (a) the method of incorporating economic integration 
in national development plans; (b) problems relating to 
the programming of short-term economic policy to bring 
it into line with medium-term and long-term aims; and 
(c) the social aspects of development, with a view to 
arriving at an integration of it as a form of change that 
is both economic and social, 

With regard to technical advisory services for Govern- 
ments, it was pointed out that this work is being facili- 
tated by the recent establishment of a specialized division 
in the Institute which will make it possible, with the 
assistance of the United Nations Special Fund, to expand 
these activities to a considerable extent. 


Another problem to which the Institute has been giv- 
ing attention is the lack of investment projects in devel- 
opment plans. The Institute is dealing with this problem 
in its courses and, to an increasing degree, through the 
technical advisory services it provides to individual coun- 
tries. Consideration had been given to ways of expanding 
activities in this connexion. Given the lack of resources 
and specialized staff, the Institute proposes to launch a 
programme in certain countries for training staff needed 
in sufficient numbers and strengthening the agencies 
concerned with project promotion, within the context 
of over-all planning. 

The representative of UNESCO expressed his satisfac- 
tion, at the eleventh session, with the valuable results 
being achieved through collaboration between the Insti- 
tute and UNESCO in training experts in educational 
planning, and with the research work done in the pro- 
gramming of instruction. 


The representative of the United Nations Special Fund 
said that consideration was being given to the possibility 
of strengthening the Institute’s advisory functions by 
expanding the division established for this purpose. 


At the conclusion of the discussion on the Institute’s 
activities a number of representatives expressed their 
satisfaction with the progress made and with the help 
provided in the form of technical advisory services on 
the formulation of development plans. 

In accordance with resolution 220 (AC.52), the Com- 
mission elected the members of the Governing Council 
of the Institute at the eleventh session. The new Council 
will remain in office until the Commission’s next session. 

As a result of the election held on 12 May 1965, the 
members of the Governing Council (in alphabetical 
order) were the following, in addition to those appointed 
by IDB, OAS and the ECLA secretariat: Mr. Roberto 
Campos (Brazil); Mr. Roque Carranza (Argentina) ; 
Mr. Alberto Fuentes Mohr (Guatemala); Mr. Placido 
Garcia Reynoso (Mexico) ; Mr. Gustavo Guerrero (Nica- 
ragua); Mr. Enrique Iglesias (Uruguay); Mr. Sergio 
Molina (Chile) and Mr. Alfonso Patifio (Colombia). 


Date and place of the next session 


Welcoming the invitation from the Government of 
Venezuela, the Commission decided to hold its twelfth 
session at Caracas in April or May 1967, on the occasion 
of the four-hundredth anniversary of the founding of 
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that city, subject to consultation with the Secretary- 
General of the United Nations and the Government of 
Venezuela.”® 


General evaluation 


From several standpoints the discussions at ECLA’s 
eleventh session were a landmark in the process of evolu- 
tion of regional aims, communication and wider under- 
standing between the Latin American countries, and 
indicated a firm determination to agree, as a matter of 
urgent priority, on formulas that would lead swiftly and 
decisively to the achievement of the desired aims. 


The clear sense of urgency displayed in the debates 
on Latin America’s basic problems and on the main 
lines of action that must be followed in solving them 
has long been developing and has been enhanced by the 
numerous important events that have affected the Latin 
American countries both within the region and in the 
broader sphere of their relations with the industrialized 
countries and other developing areas. 


The appraisal of that experience appears to have 
strengthened the conviction that regional integration is 
both imperative and inevitable, perhaps on a larger 
scale than had been visualized hitherto, extending beyond 
the immediate benefits that may be derived from eco- 
nomic specialization and trade. The picture that has been 
taking shape is not merely one of a few decisions aimed 
at streamlining particular aspects of national economies; 
it represents a resolute and bold approach in terms of a 
Latin America that is preparing, through integration, 
to give a fresh impetus to its economic and social devel- 
opment, to play a more weighty and mature role in 
world affairs, and to join with other developing areas 
in reaching decisions that will gradually lead to a radical 
recasting of the world trade pattern. 


Hence the undeniable progress of the last few years 
has not always been regarded as altogether adequate, 
and Latin America is redoubling its efforts and seeking 
better ways and means of responding more effectively 
to the urgency and aspects that integration is now 
assuming. 


It should be emphasized that the desire to forge ahead 
with renewed vigour does not appear to be due at present 
to particularly unfavourable economic developments in 
recent years. On the contrary, recent developments have 
been, on the whole, changes for the better and—at least 
for the time being—the adverse trends that have long 
prevailed in Latin America have been successfully re- 
versed. This is further evidence in support of the con- 
viction that the decisions in question.are lasting and not 
just the result of circumstances. 


Similarly, it was pointed out that, when placed in that 
perspective, Latin American integration did not make 
for isolation and autarky but, on the contrary, formed 
the cornerstone of a development policy that enhanced 
the ability of the Latin American countries to play a 
more active part in international economic affairs and 
made the benefits accruing from the progress of integra- 
tion more rapidly accessible to the developing areas. 


25 Resolution 259 (XI), “Date and place of the twelfth 
session”. 
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Thus, the new concept ofa genuinely Latin American 


irit was being built up on elements that were favourable 
for the ooon isc and for its relations with the rest of 
the world. : 


Recognition of the fact that Latin American integra- 
tion has implications that go beyond those of trade 
arrangements of immediate importance also makes it 
easier to overcome the obstacles that will inevitably 
arise in its path, The concern repeatedly expressed during 
the debate over the specific problems of the less devel- 
oped Latin American countries is an eloquent indication 
of the understanding with which the difficulties are being 
approached and of the determination to solve them while 
safeguarding the interests both of Latin America as 
a whole and of each of its individual countries. 


This last aim was expressed particularly clearly in 
the debates on another topic which attracted special 
attention from the Commission at this session: the 
industrial development of Latin America. 


In view of the prevailing desire to expedite economic 
growth and satisfy major new social requirements, not 
only must Latin American industrialization set its sights 
higher, but it-also necessitated a radical overhaul of the 
traditional processes of growth. This leads to the con- 
clusion that it is urgently necessary to speed up the 
process of industrial development and direct it along 
lines that will determine a new strategy of regional 
industrialization. 


The prospects for economic integration make this 
all the more necessary and at the same time facilitate 
the fulfilment of various aims by opening the field 
wide to industrial specialization. With suitable integra- 
tion schemes it will be feasible to make future industrial 
development more effective and to achieve progressive 
modernization and improvement of the existing industrial 
base. But just as important a reason for it to be effective 
is the need to ensure that the benefits of industrialization 
are available on an equitable basis to all countries of 
Latin America. 


It is clear that the efforts to achieve integration do not 
exclude, but on the contrary facilitate and supplement, 
other activities which are destined to have a powerful 
influence on the industrialization of Latin America. 
Internal structural reform and its effects on income dis- 
tribution will create greater opportunities for industrial 
development, fulfilling the basic requirement that it 
should extend its benefits to the great masses of the 
people of Latin America. 


Generally speaking, the Commission’s deliberations at 
its present session have helped to establish the magnitude 
of the tasks that lie ahead. The fact that the capacity 
to tackle them exists is borne out by the progress made 
in recent years in understanding the problems of Latin 
America and the means of dealing with them, a process 
in which ECLA itself has played no small part. Since 
the objectives have now been clarified in broad outline, 
it is now urgently necessary to decide on the means 
of attaining them. This will set the course of the Com- 
mission’s future work and determine the way in which 
the new responsibilities assigned to the secretariat at 
this session are discharged. 
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ACTIVITIES OF THE LATIN AMERICAN INSTITUTE FOR ECONOMIC 
AND SOCIAL PLANNING 


Seminar on Organization and Administration of Planning 


A Seminar on Organization and Administration of 
Planning was held in Santiago, Chile, from 6 to 14 July 
1965, under the sponsorship of the Latin American 
Institute for Economic and Social Planning. 


_The Seminar took place at a propitious moment for 
discussing planning experience in the region. Several 
Latin American countries have been endeavouring, in 
the last few years, to establish and consolidate national 
development planning organizations, in response to the 
mcreasing awareness that growth must be rationally 
directed through a process of systematic planning. As 


a result, nearly all countries of the region have set up- 


planning organizations, of varying scope, which embrace 
different levels of government structure. This effort to 
systematize planning and to place it within an institu- 
tional framework has crystallized in the formulation of 
national development programmes which, in some cases, 
have covered both the long and the short term and which 
constitute a frame of reference for devising more rational 
development policies and for the implementation of short- 
term action programmes and investment projects. 


The purpose of the Seminar was to exchange informa- 
tion about the organization and administration of plan- 
ning machinery in Latin America, to examine some of 
the most significant experiences and to draw conclusions 
that might be useful in guiding the establishment and 
consolidation of such systems in the various countries 
of the region. Special attention was focused on the main 
obstacles to the efficient development of planning proc- 
esses and on operational problems arising in specific 
sectors of the system, In order to accomplish these aims 
the Seminar brought together a group of skilled experts 
with wide experience in the setting up and management 
of planning bodies in Latin America, and international 
officials who had specialized in this field. All the par- 
ticipants took part in a purely personal capacity and 
not as representatives of their Governments or of inter- 
national agencies, They were specially invited by the 
Institute on the strength of their experience and per- 
formance in planning in Latin America, their work in 
international agencies connected with planning and their 
participation in technical advisory groups on planning 
in the region. The Seminar was attended by the following: 


(1) Specially invited: José Cardenas, Alberto Fuentes 
Mohr, Enrique Iglesias, Roberto Jordan Pando, Bernal 
Jiménez, Angel Monti, Cleantho de Paiva Leite, Germa- 
nico Salgado, Manuel San Miguel, Angel Valdivia and 
Albert Waterson. 


(2) ECLA secretariat: Manual Balboa, Acting Execu- 
tive Secretary; Pedro Vuskovic, Director, Economic 
Development and Research Division; Jacobo Schatan, 
Director, Joint ECLA/FAO Agriculture Division; 
Shimon Danieli; and Luis Rojas. 


(3) Latin American Institute for Economic and Social 
Planning: Rail Prebisch, Director General; Cristébal 
Lara Beautell, Deputy Director General; Louis Swenson, 
Special Advisor, and Director, Advisory Planning Divi- 
sion; Ricardo Cibotti, Director of the Training Pro- 
gramme; Norberto Gonzalez, Director, Research and 
General Programming Division; Benjamin Hopenhayn, 
Secretary of the Institute; Carlos Matus, Deputy Director, 
Advisory Planning Division; José Medina Echavarria, 
Director, Social Development Programming Division; 
Fernando H. Cardoso; Jesis Gonzalez; José Ibarra; 
Gonzalo Martner; Héctor Soza; Osvaldo Sunkel; and 
Kstevam Strauss. 


The following agenda was adopted: 


Item 1: The concept of a planning system: its basic 
machinery 


The discussions centred on the concept of a “plan- 
ning system” and the minimum requirements for its 
existence. A careful examination was made of possible 
mechanisms and basic instruments for a planning system 
in the various countries, and of their co-ordination. 


The purpose of the discussions on this subject was 
to establish a common basis on which the ensuing sub- 
jects could be developed in the light of the participants’ 
experience. 


Item 2: Conditions for the creation and operation of 
planning systems 

A study was made of the social and political con- 
ditions necessary for the existence and functioning of 
planning systems that would make it possible to ratio- 
nalize the adoption of decisions, ensure their imple- 
mentation and accomplish development aims in terms of 
the changes required in social and economic structures. 


Item 3: Planning experience in Latin America 

Planning experience in Argentina, Bolivia, Ecuador, 
Peru, Uruguay and Central America was discussed and 
an attempt was made to draw conclusions applicable 
to both commonplace and exceptional situations in Latin 
America. 


Item 4: Major problems arising in planning 

On the basis of item 3 and of the participants’ ex- 
perience, an effort was made to identify major obstacles 
to the efficient functioning of planning systems and the 
means to overcome them, 

Particular attention was paid to the following ques- 
tions: problems arising in the preparation of operational 
annual plans, the formulation and execution of projects, 
the programming of statistical data required for such 
plans, co-ordination between public sector plans and 
budgets, financial programming and the expediency of 
considering Latin American integration in development 
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